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ADMINISTRATION OF CARGO PREFERENCE ACT 
(50-50 LAW) 


TUESDAY, FEBRUARY 8, 1955 


House or REPRESENTATIVES, 
ComMirrer ON Mercuant MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10:10 a. m., pursuant to call, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CuarrmMan. The committee will come to order. 

The purpose of these hearings is to inquire into the administration 
thus far of the provisions of Public Law 664, otherwise known as the 
50-50 law, which was enacted by Congress during the last session. 

This sort of review is in line with a policy which this committee 
has recently adopted of maintaining a constant surveillance over laws 
the administration of which comes under our jurisdiction. But in the 
case of this particular law, there appears to be even more reason for 
prompt inquiry into the activities of the several departments which 
are affected by the provisions of the law. 

Charges have been made in the public press that the administra- 
tion’s program for selling farm surpluses overseas is running into a 
bottleneck because of this law, that the Department of Agriculture 
is having trouble finding space on American vessels for carrying $60 
million worth of commodities already under contract for shipment 
abroad, and that there is some fear on the part of the administration 
officials that, while they are delaying shipments in an attempt to find 
American vessels available to carry cargoes, even the foreign vessels 
now available may be come tied up by other commitments. 

There also have been indications that, by reason of the effect of the 
50-50 law, freight rates on American-flag vessels have risen precip- 
itously in the last few weeks. 

There have been suggestions in this connection that it may become 
necessary for the Maritime Administration to break out Government- 
owned vessels from the reserve fleet or that it may become necessary, 
by reason of excessive freight rates, and demands on the part of the 
American tramp ships, to declare such vessels unavailable within the 
meaning of Public Law 664 and to ship all cargoes on foreign vessels. 
These charges have created clouds of doubt as to the workability of 
Public Law 664 and already there have been whisperings in some 
quarters of efforts being made to repeal or amend the law. 

It is the purpose of the committee to explore these matters and to 
ascertain whether there is substance to the charges. To that end 
we have invited the representatives of several Government agencies 
concerned with the provisions of Public Law 664. The first witnesses 
will be representatives from the Department of Agriculture. 

1 








2 ADMINISTRATION OF 50-50 LAW 


I want to insert in the record the article that appeared in the papers 


so that it may be perfectly understandable what the committee is 
interested in. 


(The article referred to above follows:) 
{From the Washington Post and Tjmes Herald, Jan. 31, 1955] 


SurP-AMERICA Proviso Stows SurPius Sate 
(By Patricia Wiggins, United Press) 


The administration’s program for selling farm surpluses overseas is running 
into a bottleneck because of a ship-American provision in the new law, informed 
sources said yesterday. 

Congress provided in the law that half of all such shipments must be carried 
in United States ships which otherwise might not be able to compete with foreign 
vessels which generally have lower operating costs. 

Officials cited the ship-American proviso in discussing complaints by some 
Congressmen that the Agriculture Department has not moved fast enough on the 
program. 

They said the Department is having trouble finding space on American vessels 
~~ aw $60 million worth of commodities already under contract for shipment 
abroad. 

Enough foreign ships are available, they said, but the Department fears these 
oe may be tied up elsewhere by the time the required American ships are 

ned up. 

The Surplus Disposal Act passed by Congress last year authorized the Depart- 
ment to sell $700 million worth of surplus farm holdings over a 3-year period 
in exchange for local currency abroad. 

About $60 million worth of grains and cotton have been earmarked for Turkey 
and Yugoslavia. 


The CuatrmMan. Counsel for the committee, Mr. Casey. 

Mr. Casey. I would like to read into the record also at this point an 
article taken from the English shipping periodical called Fairplay of 
January 13, 1955. In that article it says: 


The General Council of British Shipping issued the following on Friday last: 

“British shipowners have protested to the British Government against the ac- 
ceptance of what is known as the 50-50 rule for the shipment of American coal 
recently bought. American legislation lays down that 50 percent of all Govern- 
ment-aid cargo must be carried in American ships, and, because the purchase was 
negotiated under Mutual Security Aid, the 50-50 provision automatically applies. 
British shipowners appreciate that these coal imports will be paid for in sterling, 
but they cannot understand why the Government was prepared in this instance 
to give way on the principle of nondiscrimination for the sake of short-term 
benefits obtained through the saving of dollars, particularly as the results which 
must inevitably follow an extension of discriminatory measures are bound to 
undermine the ability of British shipping to continue to make its present vital 
contribution to our national earnings of foreign currency. 

“Until this agreement was reached, American coal had been imported into 
this country as an ordinary commercial transaction, as indeed it was, and the 
freight rates were fixed on the open market. British shipowners were there- 
fore dismayed to find that the terms of this latest purchase had been brought 
under the provision of Mutual Security Aid with the application of the 50-50 
rule. They have observed with growing anxiety the extension of this discrim- 
inatory practice. In the immediate postwar years it applied mainly to ‘gift 
cargoes; then it was extended to ‘aid’ cargoes, and this latest agreement sug- 
gests a further extension to ‘trade’ cargoes. British shipowners are not alone 
in their objection to this form of discrimination. Shipowners of all the major 
maritime countries of Europe have entered protests against the 50-50 rule, and 
the Norwegian Government only recently declined to purchase American coal, 
even for payment in Norwegian currency, because the shipments would have 
been subject to this rule. . 

“British shipowners are gravely disturbed at the possible consequences which 
may follow from the acquiescence of the British Government in the addition of 
coal to the commodities which come under the Mutual Security Act.” 
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In addition to that, Mr. Chairman, there is an official report issued 
in September 1954 by the Organization for European Economic Co- 
operation, and in that report there is a section entitled “World Wide 
Liberalization of Trade in the Field of Maritime Transport.” In 
one pertinent paragraph of the report the organization indicates that 
they had hoped that the United States legislation on cargo preferences 
would be temporary but that they are dismayed to find that it has 
become part of the permanent United States legislation. And they 
express their determination to take all steps possible to urge all coun- 
tries to reaffirm by positive action their belief in the principle of 
freedom of the seas and their determination to secure the removal of 
all acts of flag discrimination of whatever kind. 

That determination was referred to in another British shipping 

riodical called the Siren and Shipping, published in London on 

ebruary 2, 1955, in which it refers to a recent understanding reached 
between the member countries of OEEC (the Organization for Euro- 
pean Economic Cooperation) to the effect that they would not take 
American surplusage products if the import of these was made sub- 
ject to the 50-50 rule. 

Then in a recent issue of the Journal of Commerce, Monday, Feb- 
ruary 7, 1955, in our own country reference was made to the increasing 
rates for dry cargo tramp ships and the fact that there has been a 
slowdown in the shipment of grain to Yugoslavia resulting from 
either this rise in ship rates or the lack of American bottoms to carry 
the grain, and they indicate that the officials of the Foreign Operations 
Administration are considering three alternatives : 

(1) Pull ships out of the reserve fleet to meet the demand for 
American tonnage; 

(2) Waive the 50-50 rule temporarily on a debit basis to allow 
foreign vessels to handle these cargoes now and offer future cargoes 
to American operators from the foreign share ; and 

(3) Rule that, as no American ships are available, the freight can 
move in foreign bottoms. 

I thought it was appropriate, Mr. Chairman, to have on the record 
all the charges that have been made in connection with this 50-50 law 
so that we can explore them from the testimony that is given by the 
witnesses that we call here. 

The Cuatrman. Mr. Tollefson ? 

Mr. Totierson. These will go on the record ? 

The Cuamman. These are being made a part of the record. 

(The articles referred to above follow :) 


[From the Journal of Commerce, February 7, 1955] 


Or TANKERS, UNITED States TRAMPS IN RATE RISE—UNDERTONE OF DEMAND 
SEEN IN CoASTAL TRADE AS COLD WAVE LINGERS 


Tankships charter rates, under the impetus of the sustained cold wave and 
what brokers term a broad undertone of demand, advanced 10 to 20 points in 
the east-coast trade last week. 

Dry-cargo trampship rates generally were steady at their recent high levels 
for foreign vessels, while American-flag tonnage scored further increases. 

Leading tanker brokers said the high level of activity in the market for oil 
carriers from the Caribbean and gulf to the United States east coast might 
mean charter rates would continue their advance into the week just beginning. 

Last week, rates for heavy oil tankers from the Caribbean moved to 10 percent 
below the old United States Maritime Commission (MC) level for a gain of 10 
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points, while rates for light oil carriers from the gulf reached MC plus 10 per- 
cent for a rise of 20 points. 

With the emphasis now on late February loading tankers, and many oil com- 
panies making inquiry for tonnage, the feeling among brokers was that the cur- 
rent advance had not yet reached its top. 


AWAIT MOVE BY UNITED STATES 


In the dry-cargo trampship market, interest was centered around Washington 
following the failure of American tramp owners to bid on 80,000 tons of grain 
from the gulf to Yugoslavia. This grain, part of a shipment moving under 
American-aid programs, must sail on United States ships to comply with the 
so-called 50-50 Act that provides that half of all aid cargoes must move in 
American bottoms. 

There was speculation in trade circles here that shipping officials of the Foreign 
Operations Administration might be obliged to do 1 of 3 things to get this grain 
moving: 

1. Pull ships out of the reserve fleet to meet the demand for American tonnage. 

2. Waive the 50-50 rule temporarily on a “debit” basis, to allow foreign vessels 
to handle these cargoes now, and offer future cargoes to American operators from 
the foreign “share.” 

3. Rule that, as no American ships were available, the freight can move in 
foreign bottoms. 


CLUE TO FUTURE COURSE 


But whatever the Washington shipping officials decide, it will be closely 
watched by the industry here for clues to future reaction should the current 
strong market reach boom proportions. 

Standout among the charters reported last week were those covering two 
American vessels. One obtained grain from Boston to picked Turkish ports at a 
rate of $16.30 a ton, and the other, grain from the gulf to Germany at $13.75 a ton. 

In both cases the rate was 20 cents below the maximum levels allowed by the 
National Shipping Administration under scales established during the 1951 tramp 
shipping boom. 

While these charters were finalized early in the week, rate ideas after that 
were at the “flat” NSA levels, although no charters were reported at the higher 
figures. 


[From the Organization for European Economic Cooperation] 
TRENDS IN Economic Sectors, 1954—MARITIME TRANSPORT 


7 * * * * * + 


65. During 1953 and 1954 further positive action by the Maritime Transport 
Committee against flag discrimination took various forms. 

66. In September 1953, the Committee submitted to the Council of the OKEC 
a note on the preferential treatment by governments of national flag shipping and 
called attention to the spread of discriminatory shipping practices in the world. 
The Committee welcomed the possibility of discussions with the United States 
authorities as a first step in a new joint approach to the problem and recommended 
the Council to authorize the necessary arrangements for such discussions. With 
the Council’s approval an unofficial mission to Washington endeavored to arrange 
a conference to be held early in 1954. It transpired, however, that although this 
idea was acceptable in principle to the United States Government, they con- 
sidered that from the political standpoint the time was not yet ripe for such a 
conference ; but the door was left open for later talks. 

67. In November 1953, the Committee took the opportunity of the visit of 
members of the Randall Commission to Europe to explain to the Commission 
the European countries’ views on shipping matters, with particular reference to 
the discriminatory provisions in the various United States laws affording finan- 
cial assistance to the European countries. In general, these require 50 percent of 
the goods provided under these laws to be shipped in United States-flag vessels. 
It was hoped that the United States legislation about cargo preferences would be 
temporary and transitory but unfortunately the last United States Congress 
adopted what is known as the Butler bill (Public Law No. 664) which makes 
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them part of the permanent United States legislation. The effects of this legis- 
lation cannot yet be assessed, but it is to be feared that whatever justification 
might be urged in the case of cargoes for Europe which could be regarded in the 
nature of gifts from the United States, the unfortunate result of such action on 
the part of such an important maritime country as the United States is to en- 
courage other countries, where shipping had never been an essential part of their 
economy, to impose similar—and even more—restrictive measures. Such meas- 
ures could have adverse consequences for the country imposing them, inasmuch 
as the shipping countries of the world might well prefer to cover their require- 
ments, e. g., of agricultural products, elsewhere, rather than acquiesce in a 
provision that tends to cripple their shipping industry. 

68. In June 1954, the Maritime Transport Committee noted with concern that 
preferentia] shipping regulations applicable under Public Resolution No. 17 of 
the 26th of March 1934, to the carriage of all cargo financed by loans made by 
instrumentalities of the United States Government were also being applied to 
cargo financed by United States private banking institutions against a guaranty 
by United States Government banking agencies. These regulations were being 
applied particularly to shipments of cotton from the United States to Japan 
under a loan financed by 14 private American banks which had been guaranteed 
by the Export-Import Bank of Washington. The Maritime Transport Committee 
considered that the application of Public Resolution No. 17 in the circumstances 
represented an unjustified extension of the preferential measures at present in 
force which would affect all the maritime transport countries if the ruling was 
to pass unchallenged. On their proposal, therefore, the Council of OFEC adopted 
a resolution recommending the United States Government to reconsider the prac- 
tice of applying the provisions of Public Resolution No. 17 to transactions which, 
but for the existence of a guaranty from the Export-Import Bank of Washington, 
would be of an ordinary commercial character. 





[From the Syren and Shipping, London, February 2, 1955, p. 313] 
Ftag DISCRIMINATION 


In the course of this week a strong deputation from the General Council of 
British Shipping is interviewing the Minister of Transport on the subject of 
flag discrimination by the United States. Such a meeting between leaders of 
the shipping industry and Mr. Boyd-Carpenter would appear to be most oppor- 
tune and urgently called for, in view of our Government’s apparent acquiescence 
in America’s recent violations of the agreement between members of the OEEC 
not to indulge in such dangerous practices. At a conference following last 
week’s meeting of the council of the Chamber of Shipping it was pointed out 
that the chamber had already voiced its protest at the application of the 50-50 
rule to the carriage to this country of coal purchased in the United States, and 
the recent agreement in regard to the NCB’s latest purchases came as a shock 
to British shipowners. All goods moving from America since the war under 
gzift or aid programs have been subject to the American rule that 50 percent 
must be carried in American ships, but coal hitherto has not been one of the 
commodities which qualified for mutual security aid dollars. In fact, during 
1954 the United Kingdom imported 500,000 tons of coal from America, paid for 
it in dollars, and shipment was arranged on the open market. This latest agree- 
ment seems to point the way to the extension of the 50-50 rule to trade cargoes. 
The agreement was all the more disappointing as Norway had just previously 
refused to be a party to a similar agreement. This determined action on the 
part of the Norwegians, taken in conjunction with a recent understanding 
reached between the member countries of the Organization for European Co- 
eperation (of which the United Kingdom is one) that they would not take 
American surplus agricultural products if the import of these was made subject 
to the 50-50 rule, had encouraged the hope that at long last a positive stand 
would be taken against its extension. This latest transaction is different from 
earlier mutual security aid cargoes because the sterling with which the United 
Kingdom Government is to pay for the coal will be used, not on goods or services 
in this country, but to finance the export of goods to countries designated by 
the United States. The United Kingdom will receive from these countries no 
payment for the goods sent to them. There has been a further announcement 
that £500,000 worth of apples are now to be imported from America under 
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mutual security aid arrangements. In this case it would seem that what in a 
normal commercial world would have been a contract for the disposal of an 
agricultural surplus product, now becomes a contribution to mutual security. 
The industry has represented strongly to the Government that a halt must be 
called to the application of the 50-50 rule to trade cargoes, and, as mentioned, 
is doing so again this week. 

Mr. Touterson. May I make a comment with respect to them so that 
the record may have continuity ? 

The Cuarrman. Yes, sir. 

Mr. Totierson. The statements appearing in the British publica- 
tions make me think of an old saying we have had in this country for 
a long time, “Don’t look a gift horse in the mouth,” which apparently 
they have not heard of over there. 

Since 1945 we have given Great Britain some $7 billion worth of 
relief. Now they are objecting to the way they are getting it. 

The Cuarrman. The witness, please. 

Will you give your full name and your background? 


STATEMENTS OF MARTIN J. HUDTLOFF, DIRECTOR, TRANSPORTA- 
TION AND WAREHOUSING DIVISION, AND ARTHUR S. MASON, 
CHIEF, OCEAN TRANSPORTATION SECTION, TRANSPORTATION 
AND WAREHOUSING DIVISION, COMMODITY STABILIZATION 
SERVICE, DEPARTMENT OF AGRICULTURE; RAYMOND A. 
IOANES, ASSISTANT DIRECTOR, FOREIGN TRADE PROGRAMS 
DIVISION, AND PATRICK M. 0’LEARY, CHIEF, EXPORT PROGRAMS 
BRANCH, FOREIGN TRADE PROGRAMS DIVISION, FOREIGN AGRI- 
CULTURAL SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Hupriorr. Martin J. Hudtloff, Director of Transportation and 
Warehousing for the Department of Agriculture, Commodity Stabi- 
lization Service. 

The Cuarrman. How long have you been there? 

Mr. Huprtorr. I have been with the Department, sir, since 1946. 

The CuarrMan. In this ee 2 : 

Mr. Huptiorr. No, sir, I have been in this capacity since 1949, 
July 1949. 

Mr. Casey. Mr. Hudtloff, do you have some of your associates with 
you who would like to sit at the table? 

Mr. Huprtorr. Yes, sir, I do. I would like to ask Mr. Ioanes, Mr. 
Pat O’Leary, and Mr. Mason. 

The CHarrman. Will you let the record show what their positions 
are in the Department, please ¢ 

Mr. Hupriorr. Mr. Mason is the Chief of the Ocean Transportation 
Section of the Transportation and Warehousing Division. 

Mr. Casry. What is his full name, Mr. Hudtloff ¢ 

Mr. Huptiorr. Mr. Arthur §. Mason. 

I would prefer that these gentlemen give their own titles. 

Mr. Ioanes. My name is Raymond A. Ioanes, Assistant Director 
for Foreign Trade Programs Division, Foreign Agricultural Service. 
This is a new position. I have been in it for a year. 

Mr. O’Lxary. Patrick M. O’Leary, Chief, Export Programs Branch, 
Foreign Trade Programs Division. 

The Cuarmman. Do you have a general statement to make on the 
subject ? 
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Mr. Hupriorr. Mr. Chairman, I do not. I believe that a state- 
ment could be made that under date of February 4 the Department 
directed a letter to the chairman of this committee which pretty 
much sets forth the problems that were involved in the quesfion that 
is under discussion. 

Mr. Casey. That is a reply to the letter that was addressed by the 
chairman of this committee to Secretary Benson on January 31, 1955? 

Mr. Huptirr. Actually, Mr. Casey, this letter was prepared prior 
to the time that we received the chairman’s letter. However, it was 
ultimately used as the basis or as the reply to Mr. Bonner’s letter. 

Mr. Casey. What was the purpose of preparing the letter in the 
first place ¢ 

Mr. Huprtorr. Simply to apprise this committee of some of the 
problems that were involved in connection with the application. 

The CHamrMan. Let me see if I understand you. ; 

Even before this committee noted the article in the Washington 
Post you had prepared a letter that you were going to write to this 
committee explaining this situation ? 

Mr. Huprtorr. Simply calling the committee’s attention to certain 
of the problems that were involved. . 

The CHarrmMAn. Suppose we had not written the Secretary of Agri- 
culture under date of January 31. Then when might this committee 
have anticipated receiving this letter ? 

Mr. Huptiorr. The same day that you did receive it. In other 
words, it would have come into your possession on February 4. 

The Crarman. Well, we might compliment ourself by saying that 
great minds run together then. 

For the benefit of the committee, I think, then, that this letter to 
the Secretary of Agriculture should be read and then the Secretary’s 
reply read. 

On January 31, the chairman of the committee directed a letter to 
the Secretary of Agriculture as follows: 

On page 2 of the Washington Post and Times Herald this morning there is 
a story by the United Press reporter to the effect that the 50-50 provision of 
the statute enacted by Congress in the last session is causing a bottleneck in 
the administration’s program for selling farm surplus overseas. 

The story goes on to say that the Department of Agriculture is having trouble 
finding space on American vessels for nearly $60 million worth of commodities 
already under contract for shipping abroad. It points out that sufficient foreign 
ships are available but the Department feels that these vessels may be tied up 
elsewhere by the time the required American ships are lined up. 

I am deeply concerned with this situation. If the story is true, it is apparent 
there is some deficiency of administration in connection with the 50-50 law 
which should be corrected immediately. Consequently, I would like to have a 
full and complete report of the facts pertaining to this matter insofar as they 
may be available to your Department. 

Then the reply from the Secretary, which I will ask the counsel to 
read. 

Mr. Casry. This reply is dated February 4, 1955. 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 4, 1955. 
Hon. Hersert C. BONNER, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


DEAR CONGRESSMAN BONNER: Reference is made to Public Law 480, 83d Con- 


gress (Agricultural Trade Development and Assistance Act of 1954), and Public 
Law 664, 83d Congress, amending the Merchant Marine Act, 1936. 
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This Department, by Executive order, has the responsibility for arranging for 
the sale of surplus agricultural commodities to friendly foreign countries under 
the provisions of title I of Public Law 480, and, under the provisions of Public 
Law 664, it has the responsibility for assuring that at least 50 percent of the 
tonnage of the commodities exported through such sales is transported on pri- 
vately owned United States-flag commercial vessels. 

The first authorization for the sale of surplus agricultural commodities under 
title I of Public Law 480 was made January 7, 1955. It provided for the sale 
of 125,000 metric tons of grain to the Government of Yugoslavia. This Depart- 
ment and the Government of Yugoslavia agreed that the ocean transportation for 
shipments under this program would be arranged by the Government of Yugo- 
slavia. 

As of this date all arrangements for ocean vessels for this first authorization 
have been made by the Yugoslavian Government and approved by this Depart- 
ment as being in compliance with Public Law 664. 

In the course of approving these ocean vessels, the Department has observed 
a steady increase in United States-flag commercial-vessel rates. For example, 
on January 7, 1955, the Yugoslavs submitted a United States-flag commercial 
vessel for approval at a rate of $13.75 per ton for the movement of wheat from 
1 North Atlantic port to 1 safe Yugoslavian port. By January 14, 1955, the rate 
quoted for this same movement via United States-flag commercial vessel had 
increased to $14.50 per ton. 

During the same period the rates submitted by the Yugoslavs for United 
States-flag commercial vessels for the movement of grain from 1 United States 
gulf port to 1 safe port in Yugoslavia increased from $15 per ton to a rate of 
$16 per ton. 

The second authorization under title I of Public Law 480 was for the sale of 
300,000 metric tons of wheat to the Yugoslavian Government, and arrangements 
for ocean transportation were handled by the representatives of the Yugo- 
slavian Government as on the first program mentioned above. 

The first United States-flag commercial vessel offered for approval under this 
second program was on January 18, 1955, for United States gulf ports loading 
at a rate of $17 per ton. After some negotiation by the Yugoslavs, this vessel 
was subsequently approved by the Department on January 19, 1955, at a rate 
of $16.25 per ton. 

Being conscious of the rise in the United States-flag commercial-vessel market 
rates, the Yugoslav representatives endeavored to obtain lower rates by polling 
the entire ship’s market and establishing a closing date for offers. This was 
done on January 20, 1955, with the closing time 3 p. m., January 21, 1955. The 
Yugoslavs received the following offers : 

For North Atlantic loadings 2 offers were received, 1 at $15.68 per ton and 
the other at $15.75 per ton. 

For United States gulf loadings, 8 offers were received as follows: $17.08 
per ton, $17.09 per ton, $17.13 per ton, $17.15 per ton, $17.95 per ton, $18.15 per 
ton, $19.65 per ton, and $21.55 per ton. 

Fixtures were not made at these rates because they were considered too high, 
and in the course of negotiations by the Yugoslav representatives and United 
States-flag commercial-vessel operators on January 28, 1955, a fixture was ap- 
proved for United States gulf loading at $16.95 per ton. 

As of February 1, 1955, the representatives of the Yugoslavian Government 
have submitted for the Department’s approval a United States-flag commercial 
vessel for United States gulf loading at $17.15 per ton. The Department has 
given approval for the fixture of this vessel, since to do otherwise would hamper 
the program for the export of surplus agricultural commodities under title I 
of Public Law 480, 

It is worthy of comment at this point that vessel fixtures were made in the 
month of October 1954 for loadings of grain from North Atlantic ports to 1 safe 
Yugoslavian port at $11 per ton and $12.10 per ton. Comparing the latter rate 
with those most recently offered for the same movement shows an increase of 
$3.53 per ton. 

The Department has no record of vessel fixtures during October 1954 for 
United States gulf loadings, but adding the usually accepted differential of 
$1.50, which exists in favor of United States gulf loadings, the Department could 
reasonably have expected to fix vessels at rates from $12.50 to $13.60 per ton 
at United States gulf ports. 

This steady increase in rates quoted by United States-flag commercial vessel 
operators is resulting in the use of more and more of the limited funds author- 
ized for the disposal of surplus agricultural commodities under title I of Public 
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Law 480 for ocean transportation. This increased cost of ocean freight, of 
course, means that a correspondingly lesser quantity of commodities can be 
disposed of under the law. 

By illustration, the cost of ocean shipments via United States-flag commercial 
vessels under the first Yugoslavian program represents approximately 18 per- 
cent of the value of the commodities shipped on those vessels. Under the second 
Yugoslavian program current quotations by United States-flag commercial vessel 
operators indicate an increase to approximately 20 percent of the cost of com- 
modities which would be transported by these vessels. It is conceivable that 
the percentage of ocean transportation costs in relation to the cost of commodi- 
ties transported can approximate 25 to 30 percent where sales of surplus agri- 
cultural commodities are made to nations farther distant from the United 
States than is Yugoslavia. 

For further consideration is the fact that foreign-flag vessel rates normally 
increase proportionately with the rates quoted by United States-flag commercial 
vessel operators. This historical pattern prevails today, since the foreign-flag 
vessel rates have increased proportionately with the rates of United States-flag 
commercial vessels. 

The purpose of this letter is to present to your committee the current status 
and future outlook of rising ocean transportation costs as they affect the disposal 
of surplus agricultural commodities under the provisions of title I of Public 
Law 480. 

Sincerely yours, 
J. A. MCCONNELL, 
Assistant Secretary. 

Mr. Casey. So, Mr. Hudtloff, this letter was prepared quite inde- 
pendently of the letter that vou received from our committee and 
was designed to present this picture to the committee from the stand- 
point of the Department of Agriculture and its experience under 
title I of Public Law 480? 

Mr. Huprvorr. That is correct, Mr. Casey. 

Mr. Casey. Suppose you describe what your functions are under 
title I of Public Law 480, and you might brief the committee on 
exactly what Public Law 480 is and what it contemplates. 

Mr. Hupriorr. For purposes of this discussion, Mr. Casey, I believe 
it would be well to point out that my responsibilities are limited 
strictly to the application of the provisions under Public Law 664, 
or of the 50-50 bill. 

Mr. Ioanes and Mr. O’Leary have to do with the program side as 
distinguished from, we will say, the ocean shipping side. I would 
like to make that clear so that if there are any questions that come up, 
programwise, I would like to refer those to Mr. O’Leary and to Mr. 
loanes. 

Mr. Casty. Would you rather have Mr. Ioanes describe the pro- 
gram and you describe the shipping aspect ? 

Mr. Hvupriorr. I would prefer if that could be done. 

Would you care to have me comment on Public Law 664 at this 
time ? 

Mr. Casey. No, I want this in order. 

Mr. Toanes. 

Mr. Ioaners. I would be glad to do that, Mr. Casey. 

Public Law 480 was p: issed by Congress on July 10, 1954. Title I 
of that law authorizes the Commodity Credit Corporation to incur 
costs up to $700 million over a 3-year period to finance the sale of 

commodities for foreign currencies to friendly foreign countries. The 
primary responsibility for administration of title I was delegated to 
the Department of Agriculture by the President. 

Now, that law sets forth certain standards and : safeguards that must 
be incorporated in agreements which are negotiated with foreign 
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countries by the United States Government, and such a negotiation 
aw with the Government of Yugoslavia in mid-November 
of 1954. 

That negotiation started in Washington and it was part of a broader 
negotiation which covered other points. That negotiation was con- 
cluded in Belgrade by the United States embassy and representatives 
of the Yugoslav Government and an agreement signed January 5, 
1955, and I might say that that period of negotiation is not unusual. 
As a matter of fact, other negotiations started before that time and 
are not yet concluded, so that in this case the period of negotiation 
was not unduly long. 

Basically that agreement provides that the United States would sell 
to Yugoslavia approximately 425,000 tons of wheat and about 50,000 
bales of cotton for Yugoslav dinars, the dinars to be paid to a United 
States account in Belgrade, becoming United States property and to 
be used in accordance with the agreement. 

I think that about covers it. 

Mr. Casey. In other words, the United States is selling grain and 
cotton to Yugoslavia with payment to be made in Yugoslavian cur- 
rency. What happens to that currency ? 

Mr. Ioanes. It is to be used, Mr. Casey, in accordance with the 
provisions of the agreement. 

Mr. Casey. And the provisions of the agreement follow the provi- 
sions of the act. In other words, there are only certain purposes for 
which that currency can be used ¢ 

Mr. Ioanzs. That is correct, sir. 

Mr. Casey. Those are basically for purposes of the United States 
in the country in which it is selling wheat and cotton ? 

Mr. Ioanes. That is substantially correct. They are roughly uses 
of interest to the United States but also to the other country. Part of 
the payment in Yugoslavia will be used to pay United States expenses 
in that country and part for interests that we have in that country 
but to the benefit of the Yugoslavs. 

‘ Mr. Cesar. Who initiated this purchase, Yugoslavia or the United 
tates 

Mr. Ioanes. Yugoslavia, sir. 

Mr. Casry. Could you describe the urgency of their need for either 
the grain or the cotton ? 

Mr. Ioanes. Yes, sir, I will stick to grain since that is the item we 
have under discussion. 

The Cuatrman. How much cotton was that ? 

Mr. Ioanes. Approximately 50,000 bales. They have not bought 
that cotton yet. Yugoslavia had difficulties with their crop this year 
and we knew, beginning probably in September or October, that they 
would need to import somewhere between 700,000 and 1 million tons 
of wheat to meet their needs until the next crop came in; and very early 
in the year, certain actions were taken by the Foreign Operations 
Administration—I will not try to describe those in detail—to meet 
part of those needs. 

Now, as the year moved along, their needs became clearer and the 
judgment was strictly arrived at in the United States Government that 
their financial position would not permit them to meet those needs 
from other countries and that title I in combination with FOA 
authority would have to be used to meet that requirement. 
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Mr. Casry. Let me ask you, is that a normal consumption of grain 
in Yugoslavia over a period from one harvest to the other, 700,000 to 
1 million tons? 

Mr. Ioanes. Actually I think that the normal consumption is much 
higher than that. They normally produce a larger amount of their 
own needs than this, but they had a poor crop this year and therefore 
their needs are larger than usual. They have been importing large 
quantities of grain for some years now. 

Mr. Casey. How many people are there in Yugoslavia ? 

Mr. Ioanzs. I do not recall offhand. I think about 15 million or 
16 million, 

Mr. Casey. It seems to me that a million tons of grain for 15 million 
people is a lot of grain. 

r. loanrs. We could submit, if you like, a statement for the record 
ae this requirement, but I am sure you will find that it is 
justified. 

Mr. Casey. When is the first time that the Yugoslav Government 
was in position to arrange for shipment of this grain ? 

Mr. loanes. Well, sir, we issued the first purchase authorization to 
the Yugoslavs on the 7th of January so that from that day forward 
they were in position to buy the grain and contract for shipment. The 
agreement, I might repeat, was signed on January 5, the purchase 
authorization issued on January 7. 

Mr. Casey. So in this particular case, they would not have been 
justified or even authorized to go out and arrange for any kind of 
shipment prior to the actual authorization issued by the Department of 
Agriculture ? 

r. Ioanrs. That is correct. 

Mr. Casry. Mr. Hudtloff, would you take it from there and describe 
the procedures by which this shipping is contracted for and who pays 
for it, and so forth? 

Mr. Hupriorr. Yes, Mr. Casey. Would you like to have me discuss 
at all the provisions of Public Law 664? 

Mr. Casey. Proceed in whatever way you think is appropriate. 

Mr. Hupriorr. The Transportation and Warehousing Division of 
the Commodity Stabilization Service is responsible for the imple- 
mentation of Public Law 664 insofar as it relates to title I of Public 
Law 480. 

As I am sure you are all aware, this statute provides that when the 
United States Government acquires or disposes of commodities, par- 
ticularly where they are disposed of for foreign currencies, at least 50 
percent of those commodities will move in American bottoms, provided 
that those privately owned United States-flag commercial vessels are 
available at reasonable rates. 

Mr. Casey. Mr. Chairman, I think maybe at this point in the record 
we should indicate that the Attorney General ruled on December 15, 
1954, that the provisions of Public Law 664 relating to the guaranty 
of convertibility of foreign currencies does have application to the sale 
of surplus agricultural commodities for foreign currency pursuant to 
title I of Public Law 480, the Agriculture Trade Agreement and 
Assistance Act of 1954. 

Was that opinion rendered pursuant to a request from the Depart- 
ment ! 
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Mr. Hupriorr. That opinion was rendered as a result of a request 
from the President of the United States, 

As has been stated to the committee, the first authorization under 
the Yugoslav program which provided for 125,000 metric tons of 
wheat was issued on January 7. The first vessel was approved on 
January 7, and by the end of January 17 we had approved a total of 
13 vessels for 124,000 tons, which covered the first requisition or the 
first authorization under the Yugoslav program calling for 125,000 
tons of wheat. 

During that period the price range on the gulf ran from $14.75 
to $16. We only had one American booking on the North Atlantic, 
and that rate was $14.50. During that pened vessels were approved, 
foreign vessels were approved loading off the gulf at a range of $12.75 
and $13. 

In summary, for the first 125,000 tons of wheat moving to Yugo- 
slavia, we approved 6 United States tramp vessels for a total tonnage 
of 62,000 tons; we approved one liner for a total of 4,000 tons; or a 
total of 7 vessels for 66,000 tons. We approved foreign vessels; we 
approved 6 tramp vessels in the amount of 57,000 tons, and we 
approved no liners. It was a total of 13 vessels for the total program, 
lifting approximately 124,000 tons. 

Now, the second program 

Mr. Casey. Before you get to the second program, Mr. Hudtloff, 
what was the average rate paid for the lifting of that grain, both 
American and foreign ¢ 

Mr. Hupriorr. Mr. Casey, I do not have those figures with me, 
but I believe that the transportation cost represented 17 percent of the 
total cost of the community and transportation to move it to Yugo- 
slavia. 

Mr. Caszy. Who pays for that transportation ? 

Mr. Hupriorr. The transportation is paid for in American dollars. 
However, the Yugoslavs reimburse us in dinars up to the cost of for- 
eign-flag bottoms. They do not pay for the differential when Amer- 
ican-flag bottoms are used, that is, the differential between the Amer- 
ican and the foreign bottom. However, we do pay for it in dollars. 

Mr. Casey. What was the differential for that first phase of 125,000 
tons? 

Mr. Huprworr. About $2.80. 

Mr. Casey. In other words, you paid $2.80 more for the shipment 
in American-flag bottoms than you did in foreign-flag bottoms? 

Mr. Hupriorr. That is correct. 

Mr. Casey. For that first 125,000 tons of wheat ? 

Mr. Hupriorr. That is correct. 

Mr. Casry. You paid for the transportation charges in dollars 
whether it moves in American-flag bottoms or foreign-flag bottoms ? 

Mr. Huprtiorr. Yes, sir, provided that it does not move in the mer- 
chant marine of the country to which delivery is being made. 

Mr. Casey. In other words, if it moves in their own merchant 
marine, they pay for it in their own currency, do they ¢ 

Mr. Huprtorr. That is right. 

Mr. Casey. How is it that we pay, for example, in dollars for ships 
of, say, some other country? Why don’t we let the Yugoslavs pay for 
that in their own currency ? 























ADMINISTRATION OF 50-50 LAW 13 


Mr. Hupriorr. Their currencies are not generally acceptable to 
other countries who do have operating merchant marines. 

Mr. Casey. So in other words, it would be impossible for them to 
move it in any ships except their own unless we guaranteed that we 
would pay for the transportation costs in dollars ? 

Mr. Huprttiorr. I think that is correct. 

The Cuarrman. Do you mean to tell me now that if they import 
they pay in their own currency but if we import for them we pay in 
our currency on foreign flags? What provision have you, what 
authorization have you, to pay any foreign flag in dollars, if you do 
not pay Yugoslavia foreign-flag vessels in dollars? 

Mr. O’Leary. Mr. Chairman 

The Cuarrman. Is that a fair question to ask you / 

Mr. Huprworr. Yes, sir. 

The CHarrmMan. You must have some authorization. What is it? 

Mr. O’Leary. The act authorizes the Commodity Credit Corpora- 
tion to advance its funds to finance the sale and exportation of com- 
modities including transportation charges. The policy which has been 
adopted by the Department as regards ocean transportation is to 
finance in dollars those charges incurred on United States-flag vessels 
which are required to be used pursuant to law. 

Over and above that, the importing countries are expected to ar- 
range transportation for themselves to the maximum extent that they 
‘an. In the case of some countries, that means that the United States 
Government will finance only the 50 to, say, 55 percent that will move 
on United States bottoms pursuant to our requirements. The import- 
ing country will arrange for the transportation themselves of the bal- 
ance either on their own vessels in the case of maritime nations or in 
the case of nations whose currency can be converted to other currencies 
which can be used to buy transportation on such vessels as they see fit. 

In the case of Yugoslavia, their currency is not merchantable in-the 
world, plus the fact that freight from the United States is normally 
dollar freight and the only alternative was to finance transportation 
except to the extent that the Yugoslavs could haul the grain on their 
own vessels; and we obtained a commitment from them that they 
would carry as much as they could on their own vessels. 

The Cuatrman. That is your authority to pay dollars to a foreign- 
flag freight ? 

Mr. O’Leary. Yes, sir; our authority to pay to a foreign-flag 
freight. 

The CHarrman. What other countries, which operate merchant 
fleets, have currencies in the same status as Yugoslavia’s currency ? 

Mr. O’Leary. Of the programs that we now have, Turkey’s cur- 
rency of course is somewhat similar to Yugoslav currency, but 1 be- 
lieve Turkey does not have what you could call a maritime fleet. In 
the case of the maritime nations, such as Japan and the United King- 
dom, we would expect them to be able to carry their share without 
cost to the United States Treasury. 

Mr. Ioanes. Mr. Chairman, it is hard to tie the two together, the 
nations which have a merchant marine fleet and a weak currency ; but, 
taking the half of your question pertaining to weak currency, I would 
not like to name them, but we have several nations who have curren- 
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cies not transferable into sterling or dollars where we have to finance 
them for only one reason because their currency cannot buy the 
transportation. j 

The Cuairman. What is the consumption of wheat per month in 
Yugoslavia ? : 

Mr. Ioanes. I did not come prepared to answer that question, but 
I would say that it is rag the neighborhood of 250 to 300 
pounds per capita per year. e will supply a statement for the 
record. 

The Cuatrman. Do you know why I am asking that eae 

Mr. Ioanes. I would think that you are trying to find out whether 
the requirement is valid. 

The Cuarrman. I am not trying to find out whether the require- 
ment is valid. You shipped 125,000 tons. You contracted for 
125,000 tons here in an exceedingly short period, and you are trying 
to flood the market with additional tonnage in a like period. 

Mr. Ioanes. Yes, sir. 

The Cuatrman. So now will you explain to me what the dire neces- 
sity of flooding the market to this extent is? 

Mr. Ioanes. Yes, sir. 

The Cuarrman. Certainly they raised some crop themselves ? 

Mr. Ioanes. They do, that is right. 

The Cuatrman. I think it would be an interesting figure to know 
just how all this wheat is going to be consumed in Yugoslavia in a 
short time. 

Mr. Ioanes. The figure that I do bring to you is that their import 
requirement to supplement what they have from their own produc- 
tion and what they have received from the Foreign Operations Admin- 
istration, that their current need is for roughly 125,000 tons a month 
from now until the next crop which would be roughly July 1. This 
does not answer your question completely, which was, What is their 
total requirement? ‘This is the deficit which they cannot supply from 
their own needs. 

The Cuarrman. Are they exporting any agricultural commodities ? 

Mr. Ioanzs. I am sure they are. 

The CHarrMan. What are they ? 

Mr. Ioanes. They would probably be exporting some livestock prod- 
ucts, possibly pork, possibly lard, and items like that. 

The Cuarrman. With what do they feed the pork? 

Mr. Ioaners. Feed grains. 

The CHarrman. Wheat? 

Mr. Ioanes. No, sir, feed grains, corn, basically corn. 

The Cuarrman. All of their animal life is supported with corn? 

Mr. Ioanrs. Well, sir, the hogs would be, primarily. 

The Cuarrman. Are you positive of that ? 

Mr. Ioangs. No, sir, I am not positive. 

_ The Cuarrmay. I just think that you have overextended yourself 
in doing all this in just a short period of time. You have brought this 
shipping situation on. 

Mr. Ioaners. No, sir. 

The Cuairman. Then prove that you have not. Let us go ahead. 
I think so. 

Proceed, Mr. Casey. 
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Mr. Casey. Let me ask this question. At least some of these custo- 
mers of ours under this Public Law 480, in addition to Yugoslavia, 
have currencies that are not convertible into either dollars or sterling. 
These maritime nations that are complaining about the 50-50 rule 
are in a position where they would not want to do business unless they 
were going to be paid in United States dollars; is that right? 

Mr. Ioanes. No, sir, that is not correct. 

Mr. Casey. In other words, take Yugoslavia or other countries that 
are buying agricultural commodities from the United States, it is 
their obligation to arrange for the shipping. Now, would Norway and 
Sweden, and these other countries, be willing to take those cargoes if 
they were going to be paid in the currency of these countries ? 

Mr. Ioanes. You are correct, sir. I think in that respect Norway 
and Sweden would not be willing to-accept dinars. 

Mr. Casey. In other words, they want the United States dollars and 
they want as much business as they can get in the open market ? 

Mr. Ioaners. Yes, sir; they would want dollars or a hard currency. 

Mr. Casey. Or sterling? 

Mr. Ioanss. Yes, sir. 

Mr. Casey. On this transportation charge, to the extent that we are 
reimbursed something in the currency that is buying the commodities 
for the dollars that we pay toward transportation costs 

Mr. Hupriorr. That is correct. 

Mr. Casey. That applies to both shipments in foreign-flag ship- 
ments and shipments in American-flag shipments ? 

Mr. Huptiorr. That is right. 

Mr. Casey. And the foreign-flag ships were reimbursed theoreti- 
cally 100 percent in Yugoslav dinars for the dollars we put out to pay 
for the foreign vessels ? 

Mr. Houprtorr. That is correct. 

Mr. Casey. In case of American vessels, we are reimbursed up to 
the level of the foreign-flag rates and the differential in dollars is a 
cost that is borne directly by the Commodity Credit Corporation ? 

Mr. Huprtorr. That is correct, Mr. Casey 

Mr. Casey. And during the first phase of the program that amount- 
ed to 62,000 times $2.80 ? 

Mr. Hupriorr. That is correct, 62,000 tons less 4,200 tons, which 
was a liner movement in which there is no differential. 

Mr. Casey. I see. Now, the statement was made on the floor of the 
Senate about a month ago by Senator Schoeppel in which he stated 
that about $25 million of CCC capital will be spent this year under 
Public Law 480 to pay ocean freight in dollars which might otherwise 
be paid in foreign currency because of the cargo preference for Amer- 
ican flag vessels. 

I would like to have that statement amplified in view of the descrip- 
tion that you have made of how this payment is made. 

In other words, the significance that I get from this statement by 
Senator Schoeppel is that if it were not for that cargo preference, 
50-50, we could make payment in foreign currencies. 

T understand from your statement that that is not so. 

Mr. Hupriorr. Mr. Casey, I am not familiar with the statement 
you have quoted. I wonder if anyone else here is. 

Mr. Ioanzs. No; I am not. 

Mr. Casey. Suppose you take it and read it. 
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Mr. O’Leary. Mr. Casey, to the accuracy of the statement I am un- 
able to comment. The meaning I think I can explain. It would 
refer to maritime nations participating in the program who otherwise 
would carry all of the cargo on their own wands with no dollar outlay 
chargeable against the program, but in view of the 50-50 provision 
half of the cargo must be carried in United States vessels with dollar 
payment to those vessels. 

I think that is what he has in mind. As to whether the $25 million . 
is correct, 1 donot know. Itsounds high tome. 

Mr. Casry. Did Senator Schoeppel get this information from the | 
people in Agriculture ? ) 

Mr. O’Leary. Not that I know of. ) 

Mr. Casey. Where did he get that $25 million figure ? 

Mr. Huprvorr. I have no idea, Mr. Casey. 

Mr. Casey. At any rate if the significance of that statement is that 
$25 million is going to be used up this year in paying ocean freight 
that otherwise could be used to buy agricultural commodities and that 
this situation is caused by the 50-50 law, it is really not a correction 
situation, isit? That is not true, is it? 

Mr. Ioanes. I would try to answer your question. I don’t know 
where Senator Schoeppel got his statement. It is not correct to say 
that a country like Yugoslavia would be able to pay ocean freight 
costs with its own currency. 

If she doesn’t have the ability to carry this wheat with her own 
vessels, in effect, pay herself for it, some other moneys must be found 
to carry the wheat, which means United States assistance. 

There are other countries which have a stronger position where 
we will have programs. 

In the case of those countries they would carry all the freight them- 
selves and buy at American ports and pay the costs in their own 
currency. 

In other words, we would sell f. 0. b. and not put up any American 
funds for ocean transportation. It would vary country by country. 

So only to that extent and without knowing where Senator 
Sebtuneel got his statement, only to that extent he would be right; 
those individual countries which have a merchant marine sufficient 
to carry the cargo or have a currency strong enough so that they would 
insist on carrying all the cargo on their own bottoms and could buy 
the cargo with their own currency. 

Mr. Casey. Do you have at your disposal any figures which you 
could give along the lines of the figures given by Senator Schoeppel 
as to exactly how much of CCC money will be used this year by reason 
of the cargo preference provisions that otherwise would be available 
for buying agricultural commodities? 

Mr. Ioanegs. No, sir; we have never thought along those lines, so 
have no figure to give you. We could give you a very rough figure 
after going back to the Department and making some calculations 
of what we would expect in very rough terms the dollar cost in trans- 
portation to be for this year, but it would be very rough, sir. 

Mr. Casey. I am only interested in this stage in ascertaining 
whether anyone in Agriculture with these statistics at hand has made 
any such calculation up to date. 

Mr. Ioanes. On the differential question ; no, sir. 

Mr. Casey. That is all. 
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Proceed, Mr. Hudtloff. 

Mr. Hupriorr. Mr. Casey, in addition to the 125 thousand ton pro- 
gram there was a second program for the Yugoslavs which called for 
a delivery of 300,000 tons of wheat. That program was approved on 
January 14, and we have approved under that program as of today 
a total of 15 vessels for 121,000 tons. 

Of that total we have approved 4 United States tramp vessels 
for a total of 40,320 tons. 

We have approved 5 liner movements for a total of 19,950 tons, and 
we have approved 6 tramp vessels for a total of 61,110 tons. 

That makes a grand total of 15 vessels, a total of 121,300 )-some tons. 

Mr. Casey. Those last six tramps were foreign tramps ? 

Mr. Hupriwrr. Yes, sir. 

Now, the price range during that period has varied for United 
States vessels from $15 to $16, $16.95. 

Mr. Casry. That isthe tramp ships? 

Mr. Hupriorr. That is for tramps; yes, sir, off the gulf, and for 
United States-flag bottoms off of the North Atlantic the rate was 
$15.15. For foreign vessels off the gulf the price was $14.25. 

There we have an approval under that second program of 300,000 
tons of 15 vessels for a total of 121,000 tons. 

That is where we stand as of today. 

Mr. Casey. Mr. Hudtloff, this approval that you speak of: would 
you explain the procedure whereby the Yugoslavians get these quotas 
from the various ship operators and submit them to you for approval ¢ 

Mr. Huprvorr. Yes, sir; they have their own mission. They do 
their own ocean transportation arranging. What they do is that they 
work through brokers who scan the market and get the best offers that 
they can, present them to the Yugoslavs. The Y ugoslavs in turn pre- 
sent them to us for approval. If we approve them, they go out and 
make the fixtures. If we don’t, then those vessels are not included in 
the program. 

Mr. Casey. What considerations do you take into account in either 
approving or disapproving the proposal that is put up to you by the 
Yugoslavians ? 

Mr. Hupriorr. Up to the present time, Mr. Casey, we have been 
trying to evaluate what the current market is as of the day that we 
approve the fixture. If in our opinion the offer that is made to us is 
in excess of what the market appears to be for that day, we have turned 
those vessels down. 

We have been up against this proposition. The law specifically 
states that these vessels must be available at reasonable rates. We 
have pretty well concluded that the Department of Agriculture as 
such—neither does it have the information, nor is it in a position to 
establish what isa fair and reasonable rate. 

Therefore, we have been taking the market as of that date and 
attempting to evaluate the offers that have been made to us as to 
whether or not they were reasonable as of that date. 

Mr. Casry. Now, you have pointed out that the rates for American- 
and foreign-flag ships have increased considerably since the beginning 
of this program on January 7. Now, when you point out these in- 
creases you are talking solely about market rates ? 

Mr. Hupriorr. That is correct. 
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Mr. Cassy. Are those world market rates; in other words, would 
market rates in the sense that the foreign rate is a world-market 
rate? 

Mr. Huprwrr. I think we would have to accept that the foreign rate 
is a world-market rate. 

Mr. Casey. And the American rate would be purely an American 
rate ? 

Mr. Huprtorr. I think that is correct. 

Mr. Casey. And the American liner rate is about in line with the 
foreign tramp and foreign liner rate, is it ? 

Mr. Hupriorr. Well, the American liner rate is, I should say, that 
the liner rates, as I am sure you all know, are the same for American 
and foreign vessels where they are controlled by conferences. 

Mr. Casey. These particular rates, as I understand, are not actually 
controlled by a conference agreement. 

Mr. Huprtiorr. In the case of grain they are not. They are open 
rates. 

Mr. Casey. But they have maintained a level ? 

Mr. Hupvriorr. They have maintained a fairly consistent level. 

Mr. Cassy. Now, you have disapproved certain proposals that have 
been made to you by the Yugoslavs for shipments in American-flag 
ships on the basis that the rates that were proposed were excessive. 

Mr. Hupriorr. Well, we have not sectedll them, Mr. Casey, on the 
basis that we felt that as of that date they were in advance, or were 
not the market rates as of that date. We didn’t want to put ourselves 
in the position of stating that these were unreasonable rates. 

Mr. Casey. In other words, under the law you are required to ship 
50 percent of this cargo in American-flag ships provided American- 
flag ships are available at fair and reasonable rates. 

Mr. Teaatee That is correct, sir. 

Mr. Casey. And you have not yet reached the point where you are 
prepared to say that there are no American-flag vessels available at 
fair and reasonable rates to the extent that you are prepared to pass 
by the law and ship in foreign-flag ships ? 

Mr. Huprtorr. On the basis of the information that I received yes- 
terday from the Yugoslavs they have gone out and canvassed the mar- 
ket and they received no offers as of February 3. They received one 
offer. That was for a delivery for the days between February 12 and 
25 out of Baltimore for a discharge at Trieste at $15.65. 

Since at the present time there are no availabilities, all availabilities 
have been taken up for that period through the North Atlantic, the 
Yugoslavs went back and asked them to make another offer for one 
gulf trip to Yugoslavia and that offer was declined by the owner. 

Mr. Casey. I do not understand that. I do not follow that. You 
had a proposal to ship from a North Atlantic port ? 

Mr. Hupriorr. They had a proposal to ship from the North Atlan- 
tic at a rate of $15.65 on the basis of 2 consecutive voyages, but because 
at the present time for the delivery period which they wanted between 
February 12 and 25, the ne of wheat through the North 
—— has already been booked, the booking had to be made off of the 


They went back and asked that an offer be made on the basis of a 
gulf delivery to Yugoslavia and the offer was declined. 
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In other words, the owner apparently was not interested in making 
that run. 

Mr. Casey. Why would that be? 

Mr. Huptiorr. I don’t know. 

Mr. Casey. In other words, he could increase his rate to ship it 
from the gulf. Why was he not interested in going to the gulf? 

Mr. Hupriorr. Probably because he could pick up some other posi- 
tion over the North Atlantic without having to go to the gulf. 

Mr. Casey. To what extent do you doublecheck the information that 
is given to you by the Yugoslavian mission with respect to the pro- 
posals for the availability of American-flag ships. 

Mr. Hupriorr. We scan the market ourselves. 

In other words, we go to brokers and find out from them whether 
or not there are ship availabilities. 

Mr. Cassy. At one point last week during the course of our con- 
ferences on this matter I gathered the impression, perhaps erroneously, 
and if I did I want you to correct me, that at one time you were told 
by the Yugoslavians that there were no American-flag ships available, 
but upon checking you found several flag ships available. 

Mr. Hupriorr. We did, sir; that is right. 

In other words, at the time when I talked to you I believe that on 
the basis of checking with the market we found out that there were 
between 8 or 10 ships that were available. 

In other words, they were available during this period in which 
the Yugoslavs were out in the market. 

Now, for reasons unknown to us, apparently they were not interested 
in delivering cargoes to Yugoslavia. 

In other words, they felt that they were able to go out and put 
themselves in the same position by accepting cargo someplace else. 

Mr. Casey. Then I am wrong in thinking that they quoted rates 
for taking that grain to Yugoslavia. 

Mr. Huptworr. Well, I don’t know whether or not the owner in this 
particular instance would have. I presume since he made the offer 
that he probably would have made a firm charter with the Yugoslavs 
if he had accepted delivery out of Baltimore. 

Mr. Casey. Let me ask you this: In view of your experience thus 
far in the program, do you not think that sound administration would 
require that you people undertake to inform yourselves currently of 
the availability of American-flag ships quite aside from what informa- 
tion you might receive from the foreign missions ? 

Mr. Hupriorr. Yes, indeed, Mr. Casey. I certainly do. 

Mr. Cassy. And that in order to do that you should make just as 
thorough a canvass of the ship brokers as it is practical to make; is 
not that so ? 

oo Hupriorr. We do that today, Mr. Casey. We are doing that 
today. 

Mr. Casry. Was that done from the very outset of the program? 

Mr. Huptiorr. Yes, sir; it was. 

Mr. Casey. Now, as to the difficulty that you people were experienc- 
ing at the outset of our conferences last week, which began as you 
remember, on Tuesday morning, immediately after the story appeared 
in the Washington Post on Monday, am I correct in stating that 
basically you were in a position of not being able to properly deter- 
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mine when you were free to go into the foreign market exclusively on 
the basis that there were no American-flag ships available at fair and 
reasonable rates ? 

Mr. Hupriorr. Well, Mr. Casey, we were up against a very difficult 
decision to make as to what was a fair and reasonable rate. In the 
light of better information we accepted at that time pretty much 
NSA rate that was established back in 1951 and that rate as it applies 
to the movement of wheat to Yugoslavia is $17.15 a ton. 

We pretty much established that as the ceiling, or anything in excess 
of that would be considered as unreasonable. 

Now, as you will recall, during the meetings that we had last week, 
you pointed out and, of course, as we knew there have been certain 
increased costs that have taken place since that time, fringe benefits, 
labor costs, and that I believe you were faced with the proposition that 
that was not a fair ceiling as of that time. 

Mr. Casey. I pointed out to you, Mr. Hudtloff, that the language 
of the statute read: “Fair and reasonable rates for United States-flag 
commercial vessels,” and that purely as an informal expression of 
opinion I thought that that meant such a rate as would compensate 
the owner for his costs of operation plus a reasonable profit quite aside 
from what the market rate might be at that particular time. 

Mr. Huprtorr. That is correct. 

Mr. Casey. And that until the rates went above the rate at which 
he would receive his costs of operation plus the reasonable profit that 
I did not think that you were justified in going into the foreign market 
exclusively, and, as a result of that, Mr. Chairman, I would like to 
read into the record at this point a letter dated February 3, 1955, 
which the chairman of this committee addressed to Mr. Rothschild 
as a result of the difficulties which developed and as a result of our 
seeing that the agricultural people were in more or less of a quandary 
as to where to turn so far as booking this cargo. 

The Cnairman. The letter will be read. . 

Mr. Casey. The letter reads: 


Further reference is made to the situation outlined in my letter of January 31, 
1955, relative to the reported lack of American-flag ships to carry surplus agri- 
cultural commodities overseas. 

This matter has been explored at some length by counsel for this committee, 
with representatives of the Department of Agriculture, the Maritime Adminis- 
tration and the various shipping associations. It has become apparent from 
these discussions that there is an immediate and emergent need for cooperative 
efforts on the part of your administration to resolve a complexity which has 
arisen in connection with the efficient carrying out of the agricultural program 
with due regard to the provisions of the 50-50 law—Public Law 664, 83d Congress. 

As you know, Public Law 664 is an amendment to section 901 of the Merchant 
Marine Act, 1936; and the duty and responsibility of administering the 1936 act 
is conferred by law upon the Maritime Administration and the Federal Mari- 
time Board. Public Law 664 requires that at least 50 percent of the gross ton- 
nage of certain Government cargoes shall be transported on privately owned 
United States flag commercial vessels “to the extent such vessels are available 
at fair and reasonable rates for United States flag commercial vessels.” 

The statute does not define the standards by which the reasonableness of the 
rates is to be determined, nor, in fact, does it specify the official or the agency 
that is to make the determination. It has developed in the course of the study 
which the staff of this committee has been making of the problem that the officials 
in the Department of Agriculture responsible for the shipment of agricultural 
commodities under Public Law 480, 83d Congress, are not equipped by reason 
of a lack of the necessary factual data to determine “fair and reasonable rates 
for United States flag commercial vessels.” It has also been developed that 
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there is available in your agency both factual information and personnel with 
the experience and ability to make the required calculations. 

The immediate need is for a rate applicable to the carriage of grain from 
the gulf ports of the United States of Yugoslavia. Under the circumstances, 
I would appreciate very much being advised as soon as possible of what you 
may determine to be the rate beyond which it will be legally possible for the 
Department of Agriculture to approve arrangements with foreign-flag ships. 

In other words, what I desire is a rate determined in accordance with the pur- 
pose and intent of the applicable language of Public Law 664 for Shipments of 
grain from United States gulf ports to Yugoslavia. 

We have not received an official reply to that letter of February 3, 
1955, but I understand, Mr. Hudtloff, that you have been in touch with 
the people in the Maritime Administration in order to resolve the 
difficulties that you are in at the very moment so far as being able to 
ship on American or foreign-flag ships. 

Mr. Hupriorr. That is right, Mr. C asey. 

Mr. McGuire called me last night and advised me of what the newly 
established rates were. 

Mr. Casey. Mr. Chairman, rather than go into the rates at this time, 
we are going to call Mr. McGuire and Mr. Rothschild tomorrow, and 
I hope that they will be able to explain what they feel is a fair and 
reasonable rate and describe how they arrived at that particular rate. 

The CuatrmMan. We will defer that question, then. 

Mr. Casry. So that your present difficulties have been resolved, Mr. 
Hudtloff, I think. 

Mr. Hupriorr. Well, providing now that on the basis of those new 

rates we do get some offers under an announcement that is out. 

Now, if we do not, then, of course, 1 believe we would have to state 
that, ships are not available at all and therefore, we would go out in 
the foreign market t and get ships. 

Mr. Casry. American-flag ships are not available ? 

Mr. Hupriorr. That is correct. 

Mr. Casry. Let me ask this question: Is there any attempt made 
to negotiate a rate that is proposed to you by the Yugoslavian mission ? 

Mr. Huprvorr. Yes, there is. 

Mr. Casey. Who makes those? 

Mr. Hupriorr. Those negotiations are made by the Yugoslavs 
themselves. 

In other words, if they made us an offer and we felt that it was not 
the prevailing rate, not the market rate, we will say, we could refuse 
to approve it and ask them to go back and negotiate further to see 
whether or not they couldn’t get a better rate, and we have done it. 

Mr. Casey. You don’t feel that the Department of Agriculture as 
such, should participate in any negotiations with the American-flag 
ship operators ? 

Mr. Huprtorr. No, sir: I do not. 

Mr. Casry. Is there a possibility that the negotiations that are under- 
taken will be less than something that you might do yourself; in other 
words, insistent on breaking down the rates ? 

Mr. Hupriorr. Well, we hope that they are doing a good job. We 
have had no reason to believe that they have not. Of course, our experi- 
ence as you know, has been limited. We have only had a period of less 
than a month or about a month, and so far we have found that it is 
quite good. 

Mr. Casey. Let me ask this: Is it not a fact that when you arrange 
for the shipment of cargo you can get a lower rate if you make an 
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arrangement calling for consecutive charters rather than a single 
charter ? 

Mr. Huprtorr. Yes, that is generally true. 

Mr. Casey. Have there been any arrangements made under this 
program that call for consecutive charters ? 

Mr. Huprtorr. No, sir; there have not. 

Mr. Casey. Is it feasible or practical to make that kind of arrange- 
ments under this program ? 

Mr. Huprworr. In this particular instance I don’t believe that it 
is, because the time is too short. 

In other words, on the basis of their requirements and their need 
they would like to get this entire quantity booked by not later than 
the end of March. 

Mr. Casry. That is booked for shipment ? 

The CHatrmMan. That is what I am interested in. You have 2 
transactions as I understand, 1 for 435,000 tons and another for 
800,000 tons. 

Mr. Hupriorr. One for 125,000 and 1 for 300,000, a total of 425,000. 

The Cuatrman. There isa total of 425,000. 

Mr. Huprtiorr. That is correct. 

The Cuatrman. Now, what is their annual consumption of wheat? 

Mr. Ioanrs. I am sorry, I do not have the figure with me. I know 
what you are getting at, sir. 

The Cuarrman. There are other programs. There is the coal pro- 
gram and other programs that we have in this 50-50 shipping 
arrangement. 

Your Administrator is down there and we are certainly making a 
concession to Yugoslavia in this transaction, are we not, sufficient 
for them to take into consideration that there are certain concessions 
that they should make here? 

Is that a fair approach to this? 

Mr. Ioanes. I would say, sir. 

The Crarrman. I just simply do not understand, and it is difficult 
for me to understand a fair approach to this. Why is there all the 
hurry to get these cargoes booked? If I were the defunct creditor 
to General Motors, I would think that I would have to make some 
concessions to General Motors instead of demanding everything for 
my side. I just don’t understand why it cannot be stretched out a , 
lot more, and why there is all this rush. 

Mr. Toanes. Sir, basically, they will have wheat of their own to 
meet their needs roughly after July 1. If you load a cargo at the 
end of March, I would guess it would be unloaded in Yugoslavia 
April 20 or April 21. To put that into your cities and mill it into 
flour, sir, is going to bring you awfully close to July 1. As best 
we can tell, based on our own figures and meetings with them day 
after day, sir, we calculate that they need this wheat at the rate of 
roughly 125,000 tons a month, beginning in January running through | 
the end of March. We hope to close it off then. 

The Cuatrman. Let me ask you another question then, if you have { 
looked into the shipping date. Has the transfer of American-flag 
vessels reflected the shortage that you find here ? 

Mr. Hvuprvorr. I think it has, Mr. Chairman. 

The CuHatrman. When was it determined that you were going to 
sell all this quantity of goods under these most reasonable terms. 
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Mr. Ioanus. When was the agreement signed ? 

The Cuarrman. When was this overall policy of selling all this 
flood of material for these reasonable terms decided ? 

Mr. Ioanes, I know that the authority has been there a long time, 
and had not been used. 

Mr. Ioanzs. The President delegated his authority to several agen- 
cies of Government on September 9, as I recall. 

The Cuarrman. On September 9 of last year it was determined that 
you could deal with these foreign countries on world competitive 
prices ? 

Mr. Ioanes. Yes, sir. 

The CuarrMan. Then it was known that the 50-50 provision for 
transportation was on the books? 

Mr. Ioanes. Yes, sir. 

The Cuarrman. So then letting these ships go foreign has brought 
about this shortage. Might we say that? 

Mr. Hupriorr. Whether it has brought it about wholly, I don’t 
believe I would be in a position to say, but I think it has helped in 
that direction. 

Mr. Ioanes. Sir, I would guess that the tonnage carried in all Gov- 
ernment programs is the real factor in this case, and not just this 
one case. 

The CHarrman. I understand it is the whole program, but this 
program brings to a climax the shortage of American bottoms. Is 
that correct to say that ? 

Mr. Ioanes. Sir, I don’t know how you could say which brought it 
to a climax. 

The Cuatrman. Well, you had the oats program. 

Mr. Ioanezs. Sir, there has been wheat going into Yugoslavia. For 
this year as a whole these 425,000 tons will be close to 800,000 tons of 
American wheat going there. Prior to this program, approximately 
375,000 tons of wheat was shipped. 

The Cuatrman. What was your experience prior to this program 
in getting ships? 

Mr. Ioanes. Sir, FOA carried that program and I think Mr. Syran 
is here and might be able to speak on that. 

Mr. Chairman, what I wanted to say was in answer to your ques- 
tion about whether this was the climax. There was a heavy schedule 
of shipment of grain to Yugoslavia prior to our announcement and 
agreement with Yugoslavia on January 7. 

The Cuarrman. Prior to this? 

Mr. Toanes. Yes, sir; under the FOA program. 

The Cuarrman. There was a heavy shipment ? 

Mr. Ioanes. Yes, sir. 

The Cuatrman. Mr. Miller. 

Mr. Minter. How long has the Yugoslav wheat. program been de- 
ficient? How long have ‘they been deficient in their own production ? 

Mr. Ioanzs. Sir, I would have to check the record, but I would say 
that we have been shipping grain from the U nited States to meet a 
deficiency there for 4 or 5 years in large volume. 

Mr. Miter. But this particular agreement was not approved in 
Belgrade until the 5th of January. Isthat correct? 

Mr. Ioanrs. That is correct, sir. 
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Mr. Mitzer. Yet from the experience of years gone by, it was pretty 
well anticipated that there would have to be a wheat shipment pro- 
gram. Is that true? 

Mr. Ioanrs. Yes, sir. We were not quite sure what the size would 
have to be. 

Mr. Mitier. When can you begin to determine that size, shortly 
after the Yugoslavian crop is harvested ¢ 

Mr. Ioanes. After you have got figures on what the harvest was. 

Mr. Mitier. Would that not take place some time in September or 
October ? 

Mr. Ioanrs. I would say some time the last fall. They don’t have 
the kind of crop statistics that we have here. 

Mr. Mitier. What is that? 

Mr. Ioanes. Most countries of the world, including Yugosiavia, 
don’t have the kind of crop statistics that we have, so that you know 
exactly what they produce. 

Mr. Miter. I appreciate that, but since we have been carrying 
these people, is it net to our interest to see that they get some crop 
statistics to go on. We have agricultural attaches there to make a 
statement of those things. 

Mr. Ioanes. Yes, sir. 

Mr. Mituer. Isn’t that part of their business ? 

Mr. Ioanes. Yes, sir; and we got the best statement that we could 
from him. 

Mr. Minter. Yet they could not determine ? 

Mr. Ioanes. Sir, we are talking about a margin where maybe 
100,000 or 200,000 tons would be the difference of not having to meet 
this market schedule. That is the thing we are really talking about; 
not whether there would be a program, but the size of the program. 

Mr. Miter. I can appreciate that the 100,000- to 150,000-ton 
schedule if stretched out a bit could be pretty well met in my estimation 
if we could anticipate it a little earlier. 

Mr. Ioanrs. Sir, as I say, I shall supply this information for the 
record, but I will say right now that you probably have a rate of 125 
or 150 beginning in October or November and running through to 
March. In other words, that was started as part of a United States 
Government program early this year. 

(‘The information mentioned above is as follows :) 


STATEMENT REGARDING Exports OF UNITED STATES WHEAT TO YUGOSLAVIA DURING 
1954-55 


In 3 of the past 5 years, wheat production in Yugoslavia has been below domestic 
requirements, largely due to droughts in 1950 and 1952, and a combination of 
lack of rainfall in late 1953 and excessive rains at harvest time in 1954. Although 
before World War II Yugoslavia had been an exporter of wheat, after the war 
it became an importing country and is likely to continue so for some years to 
come. The Yugoslav diet includes breadstuffs to a considerably greater extent 
than Western European countries. Per capita bread consumption is consid- 
erably above that in Western Europe generally and the rate of wheat consump- 
tion has been increasing in recent years, while consumption of corn has been 
declining. 

Although there were indications late in 1953 of a reduced 1954 wheat crop, 
the extent of the reduction could not be estimated with any degree of accuracy 
until late in the summer of 1954. Even then estimates of their import needs 
were subject to a margin of error. The crop has turned out to be the smallest 
in recent history, roughly a third smaller than in the preceding year. The 
situation was further aggravated by the fact that the Yugoslavs had been unable 
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to build up adequate reserves, despite substantial imports even in recent good 
crop years. In addition, crop difficulties in Turkey prevented Yugoslavia from 
securing 250,000 tons of wheat which had been anticipated from that source. 

In total, Yugoslav wheat import requirements in 1954-55 are estimated at 
a minimum of about 1.1 million tons. Yugoslavia secured about 100,000 tons in 
Canada on a credit basis and exports from the United States this year, based on 
shipments thus far and current United States commitments, are expected to 
total about 960,000 tons. 

In the first quarter of 1954-55, substantial quantities of United States wheat 
moved to Yugoslavia under FOA programs developed in the previous year. On 
August 31, Yugoslavia requested additional assistance in meeting their emer- 
gency requirements. In the latter part of September, after careful consideration 
throughout the Government, the United States undertook to supply 400,000 tons 
under Public Laws 665 and 480, and shipments against this commitment got 
under way early in October. In mid-November, a special Yugoslav delegation 
came to Washington and sought an additional 700,000 tons. On November 22, 
the United States Government committed itself to supply an additional 450,000 
tons. 

United States commitments under title [ of Public Law 480 totaled 425,000 
tons of wheat. The formal agreement implementing the commitments was 
signed in Belgrade on January 5, 1955, and purchase authorizations issued on 
January 7 and 14. 

The 1955 Yugoslav wheat crop will not be available in any volume until 
August. Except for the byproducts of flour milling, the entire wheat supply 
available to Yugoslavia, including imports, is expected to be used for human 
consumption in that country. They have exported no wheat since 1949. 

Following is a rough approximation of the monthly pattern of exports of 
United States wheat to Yugoslavia during the present fiscal year based on cur- 
rent United States programs: 


[Thousand metric tons] 


Quantity Quantity 
OU i aca nc at dc iieicenield tetsu RN are i a acer stan ee 170 
a ee ere Sr ONE Peis oe “ae 
meester 0 LAU ee ee BOP RareRe ee Se Ae 
COekeier arid: iad abs cos. 109 — 
DOV £27 eel mekas .. 104 PEG Since hd aabiatttaiiemee 960 
December______-_ icuatecdiccsieoaree 90 


(Note.—July-November data are from census reports. Remainder are based 
on tentative estimates supplied by the Yugoslav Embassy. Shipments in the 
first quarter were mostly financed under sec. 550 of the Mutual Security Act; 
from October through December, mostly under sec. 402 of Public Law 665 and 
title II of Public Law 480; the bulk of shipments after January will be under 
title I of Public Law 480. Total exports are expected to be about 960,000 
metric tons. ) 

The folowing table contains estimates by the Foreign Agricultural Service 
of certain basic elements of the Yugoslav wheat situation: 


Per capita 





Year _—— pro Imports! | Exports consumption} Population 
uction | 
of flour | 
i i eatin cei i acatinintiiitatenias beim tne miecd eenenal A ae oe 3 
Metric tons Metric tons | Pounds Millions 

1950-51 : 2, 000, 000 101, 000 | 0 | 203 | 16.4 
1951-52___. 30 2. 500, 000 212, 000 | 0 240 | 16.6 
1952-53____- s ieee 2, 040, 000 960, 000 | 0 267 16.9 
1953-54 _ _ _. $4 * 2, 600, 000 558, 000 | 0 269 17.1 
1954-55... ......-.- ‘ 1, 825, 000 a cebboeey i dba sh enbnwesmabanta 17.3 


1 Wheat and flour, wheat equivalent (from official Yugoslav trade statistics). 


Mr. Mitirer. Mr. Chairman, earlier in the testimony it was brought 
out that there were certain countries which did not have solid cur- 
rency where present negotiations were being carried on. I think that 
those countries should be supplied for the record confidentially so 
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that we would know where they were, in anticipation of this very 
same type of thing taking place in the future. ; 

Mr. Casry. Could you supply that, Mr. Ioanes ? 

Mr. Ioanes. We have not generally identified the countries we are 
negotiating with. We could give you a list, sir, but you would be the 
first committee we have given that information to. 

We do not identify the countries we are negotiating with generally, 
sir, until we know we have got a program. 

Mr. Miter. We have to sell this stuff to these people on that basis? 

Mr. Ioanzs. Yes, sir; we certainly do. 

The Cuatrman. Have you finished, Mr. Miller? 

Mr. Mitxer. I have finished. 

The Cuairman. Let me get back to this transfer of vessels. Were 
you collaborated with by the Maritime Administration as to what your 
requirements might be in respect to the transfer of American-flag 
vessels ? 

Mr. Hupriorr. Mr. Chairman, we were not. 

The CHatrmMan. Now, it was known last fall that all this cargo 
would be available, was it? 

Mr. Ioaners. No, sir; it was not. 

The Cuarrman. Well, there was a tremendous lot of cargo. I would 
ask you, Was it known in November? 

Mr. Ioanes. Mr. Chairman, I think basically you are right in prin- 
ciple. Your timing might be early. 

The CHarrMan. Was it not known in November ? 

Mr. Ioanes. I would say by mid-November we had an idea not of 
the tonnage necessarily, but of this requirement, yes, sir. 

The Cuarrman. Do you know anything about the number of vessels 
that have been transferred from the American flag to foreign flag? 

Mr. Huprvorr. We have a general idea, but that is all, Mr. Chair- 
man. 

The Cuarrman. Do you know in what months they were trans- 
ferred ? 

Mr. Hupriorr. No, sir; I don’t. 

The CHarrman. Do you know whether any were transferred in 
December ? 

Mr. Hupt.orr. I don’t know. 

The Cuarrman. Isn’t it a fact that there were about 15 vessels trans- 
ferred in December? You are in the transportation business, are you 
not? 

Mr. Hupruorr. Yes, sir. 

The Cuatrman. You certainly have somebody to keep up with all 
these vessels that we have? 

Mr. Huprworr. Yes, sir. 

The CuarrmMan. You say you do not know whether any were trans- 
ferred foreign in that month of December. 

Mr. Huprtiorr. We do not know the exact number. 

The Cuarmman. Do you know whether any were transferred ? 

Mr. Huptworr. Yes, we do. 

The Cuamrman. Well, then, I would say was it not to your interest 
to say, “We will possibly need these American-flag vessels.’ 

Mr. Huprvorr. Well, at that time this particular program had not 
been firmed up. 
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The Cuarman. Is there a general opposition to this 50-50 bill in 
the Department of Agriculture? 

Mr. Huprtorr. I do not think there is, Mr. Chairman. 

The Cuarrman. Well, it was upheld by the representatives of the 
Department of Agriculture when the House passed it. I was wonder- 
ing whether there was any effort to break down this arrangement to 
try to do something for the American merchant marine? 

Mr. Huprtorr. No, sir, there has not been. 

The CHamMan. Well, we will say if fifteen-or-twenty-odd vessels 
were not transferred foreign during the latter part of November and 
December, would that help your program any ? 

Mr. Huprtiorr. Yes, it would. 

The Cuatrman. If they were still under the American flag? 

Mr. Houpriorr. It would, sir. 

The CuarrMan. Counsel, Mr. Casey. 

Mr. Casey. The act Public Law 480 was passed in July. 

Mr. Ioanes. Yes, sir. 

Mr. Casey. An amendment to the Merchant Marine Act that 
ee the 50-50 provisions into permanent law was passed in 

ugust ¢ 

Mr. Hoprvorr. That is correct, in August, and I believe we got the 
Attorney General’s decision in November. 

Mr. Cage, December 15? 

Mr. Hupriorr. December 15; yes, sir. 

Mr. Casey. But at any rate, at the time that this law was passed 
in July authorizing the sale abroad of $700 million worth of agricul- 
tural commodities, coupled with the fact that in August it was required 
that 50 percent of at least some portion of that $700 million would have 
to be shipped in American ships, right then and there it was pretty 
well apparent that we were going to have some business for American- 
flag ships in the not too distant future. Is that true? 

Mr. Hupriorr. Yes, I think we could very well anticipate that there 
would have been some business. 

Mr. Casey. Isn’t it a fact that in the ordinary commercial practice 
of booking charters that there is generally a 6-week lag between the 
time that you make final arrangements for the charter and the time 
the ship sails, Mr. Mason ? 

Mr. Mason. I think that is a little long. 

Mr. Casey. How long would you say ? 

Mr. Mason. I would say 30 or 35 days. 

Mr. Casey. 30 or 35 days? 

Mr. Mason. Yes, sir; that is my experience. 

Mr. Casey. In this particular program there was no opportunity, 
was there, for arranging charters, at least in the first days of the pro- 
gram for 30 or 35 days in advance ? 

Mr. Mason. This had to be prompt ships. 

Mr. Casey. They had to be prompt ships? 

Mr. Mason. Yes, sir. 

Mr. Casey. Such a program as that would necessarily tighten the 
market so far as any particular flag ship is concerned, is that so? 

Mr. Mason. That is correct. 

Mr. Casey. And the same thing is true to a somewhat lesser degree 
with respect to the 300,000 tons that is the second phase of that 
program ? 
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Mr. Mason. Yes, sir. 

Mr. Casey. So that in this kind of a program it was inevitable that 
you were going to not only run short of American-flag ships but that 
the rate you were asking for them was going to push up the rates. 
Is that not a fair assumption? 

Mr. Huprvorr. Our experience during the period that we have been 
in operation has certainly indicated that. 

Mr. Casry. That has been your experience, but was it not reason- 
able to expect that that would be your experience ? 

Mr. Hupriorr. I believe that is correct ; yes. 

Mr. Casrty. So what happened here is nothing more than you 
should have expected would have happened, so far as the lack of 
American-flag ships and the increase in freight rates; is that not so? 

Mr. Huprttorr. It may have happened a little quicker than we 
anticipated. 

Mr. Casry. That was only by reason of your lack of foresight; isn’t 
that so? In other words, here you dumped four to five hundred 
thousand tons of wheat on the market and you want ships within a 
period of a couple of weeks, to transport it to Yugoslavia, and you 
want American-flag ships. Isn’t it reasonable that you are going to 
poe the rate up and that you are going to run short of American- 

ag ships? 

Mr. Huptiorr. Under that kind of a program; yes. 

Mr. Casey. Even granting that this program is necessary, that the 
emergent nature of it exists and that you had to get this wheat shipped 
to Yugoslavia in a short space of time, is this going to be typical of 
the type of programs that are going to take place under title I of 480? 
Are we going to run into that situation every time? 

The CHatrMan. These two gentlemen are in a different category 
from the gentleman at the end of the table. What is your name, sir? 

Mr. Mason. Mr. Mason. 

The Cuarrman. You read the papers; do you not? 

Mr. Mason. Yes, sir. 

The Cuarrman. Have you not been reading the papers in Novem- 
ber and December, and noting that all these applic ations were pend- 
ing before the Maritime Commission, to transfer these ships foreign? 

{r. Mason. Yes, sir. 

The Cuarrman. You knew that this program was coming on and 
did not discuss it in your Department and say “We should tell the 
Maritime Administration, and express ourselves as possibly needing 
these ships? 

Mr. Mason. We certainly discussed it among ourselves, that we 
would need ships. We had no idea as to the size of the program at 
that time. We had no idea. Also at that time a lot of the indication 
was that a lot of the cargo would be of a liner nature, such as cotton, 
which goes at least 99 percent, and also dairy products, which would 
all go liner. Also we knew that a large portion of the wheat that 
would go from the North Pacific to Japan and other countries in the 
Pacific would go liner. We could not foresee because we didn’t know 
the tonnage of this size that was going to go to Turkey and to 
Yugoslavia. 

The Cuarrman. When was this program approved ? 

Mr. Mason. January 7, sir. 

The Cuarrman. When did the negotiation of it begin ? 
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Mr. Ioanrs. Mid-November. I would answer that, sir, mid- 
November. 

The Cuarrman. I thought so. That is why I asked the question. 

Mr. Tollefson ? 

Mr. Totuerson. I do not know whether I understood your testimony 
correctly with respect to the transportation costs. Do I understand 
that the only transportation cost to the United States is the differential 
between foreign-flag ship costs and American-flag ship costs ? 

Mr. Hupriorr. Mr. Tollefson, that is the part that the United States 
is not reimbursed for on the foreign currency. 

Mr. Touuzerson. Then, generally speaking, if you could get your 
money back out of the foreign currency or get your dollar’s worth out 
of the foreign currency, the net cost to the United States would be the 
differential 

Mr. Huptvorr. I think that is correct, although they do pay for the 
entire amount in dollars, but they do receive this foreign currency in 
exchange for the dollars. 

Mr. Totierson. Now then, the average differential, as I understood 
you, was about $2.80 per ton? 

Mr. Huprtorr. On the first 125,000 tons. 

Mr. To.tierson. Have you any reason to believe that it would be 
greater or less for the rest of the program # 

Mr. Hupriorr. You mean for the balance of the Yugoslav program ? 

Mr. Touterson. For the balance of the $700 million program. 

Mr. Hupriorr. That would depend upon where it is going, and I 
think we could say the differential would probably be about the same 
on the 300,000 tons going to Yugoslavia. 

Mr. Totterson. Could you say that percentagewise the differential 
might or might not be the same for the whole $700 million program ? 

Mr. Hupriorr. Well, again that would depend upon where those 
programs will ultimately find home. 

Mr. Totuerson. Is it safe to say that the differential, whatever it is, 
will apply to half of the $700 million program, if you follow out the 
terms of the 50—50 legislation ? 

Mr. Hupriorr. Yes; it will probably be 50 percent. However, the 
liners would have to be taken into consideration, and just what per- 
centage would move on liners is difficult to answer. 

Mr. Totierson. I am glad you mentioned the liners. Up to this 
point, what percentage of the Yugoslav program of grain or com- 
modities will be carried by liner and what part by tramp ships? 

Mr. Hupriorr. The experience we have had so far is that a very 
small percentage has moved by liner; out of the first 125,000 tons, 
19,000 tons moved by liner. 

Mr. Toxtierson. Now then, assuming that it would all be moved by 
tramp ships and that you followed the 50-50 law strictly, so that 50 
percent of the $700 million program went under American-flag tramp 
ships, I am interested in finding out what the total cost of the differen- 
tial would be to the United States. The $2.80 differential is what 
percentage of the American rates, just roughly ? 

Mr. Hupttorr. It is about 

Mr. Totierson. It isa little less than 20 percent, is it not ? 

Mr. Hupriorr. That is right. 
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Mr. To.uerson. Assuming that it was 20 percent, that would be 
20 percent when you are trying to figure the total cost now of the 
rate, would it not, whatever it is ? 

Mr. Hupriorr. Yes, sir. 

Mr. Toxuerson. All right. Now, what is the average American 
rate—about $15 a ton ? 

Mr. Huprtorr. It would be a little more than that. At the present 
time it would probably be closer to $16.50. 

Mr. Touterson. Then, according to my arithmetic, which I have 
been playing with while you were testifying, the total cost of the dif- 
ferential would be less than 2 percent of the $700 program, which 
would mean that the total cost would be $14 million to the American 
Government ? 

Mr. O'Leary. I made a very rough calculation one time, based on 
prognostications which have no particular basis, and I came out about 
2 percent. 

{r. Totterson. My figures are very rough, and I have tried to be 
liberal, or conservative, but the maximum cost to the Federal Govern- 
ment would be not over $14 million, according to my figures—and 
using the figures which you have given us here. 

Now then, I do not work for the Internal Revenue Department, 
but, by using American-flag ships, to carry 50 percent of the cargo, 
would Uncle Sam not collect more than $14 million in taxes from the 
American-flag ship operators and their crews, and what not ? 

Mr. O’Leary. I don’t know, sir. 

Mr. Totierson. Well, using some Internal Revenue Department 
figures that were given to us last year, Uncle Sam would get more 
back in taxes than the $14 million that it would cost us. 

Now, I am interested in another matter here. I think Mr. Hudtloff 
testified that the Yugoslavia agreement, or the authority for them to 
enter into agreement, was effected on January 3, did you say? 

Mr. Houpriorr. January 5, Mr. Congressman. 

Mr. Touierson. So the program has been under way just a little 
more than a month? 

Mr. Huprworr. Yes, sir. 

Mr. Totierson. And at one point the Yugoslav representatives noti- 
fied you that they could not get American-flag ships, and you went 
out yourselves and found eight, did you say ? 

Mr. Hupriorr. That is right. We went out in the market and 
found that there were between 8 and 10. 

Mr. Touuerson. So at that point there was no shortage of American- 
flag ships in the sense that you were able to find 8 flag ships? 

Mr. Hupriorr. At least they were available. Whether or not they 
wanted to make themselves available for the movement of grain to 
Yugoslavia, is another matter. 

Mr. Torierson. Then in the first part of this month they have 
informed you—and I do not know whether that was February 3—that 
they could not find any American-flag ships ? 

Mr. Hupriorr. That is right. On February 4 they notified us. 

Mr. Totierson. Have you double-checked on that one ? 

Mr. Hupriorr. Yes, we did. We also found that there are ships 
available, but whether or not they are available for use to go to 
Yugoslavia, apparently not. 

Mr. Totterson. You do not know one way or another ¢ 
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Mr. Hupriorr. That is right. 

Mr. Totterson. Could you under any circumstances say that the 
50-50 legislation itself contributed to the shortage of American-flag 
ships ? 

What if there had not been any 50-50 legislation and you still had 
this program to administer, with $700 million worth of commodities 
to be sold to foreign nations? 

Mr. Hupriorr. Whether or not there would have been a shortage of 
vessels ? 

Mr. Totterson. Yes, sir. The 50-50 legislation has nothing what- 
soever to do with the shortage of vessels; does it? It might be that 
the program of disposing of or selling the $700 million worth of com- 
modities had something to do with the availability of vessels, but the 
50-50 legislation could not possibly have had anything to do with it; 
could it ? 

Mr. O’Lerary. Congressman, to the extent that you cannot book 
foreign vessels because you must wait to keep your balance with 
foreign-flag vessels, it would result in a temporary shortage, at least. 

Mr. Totierson. I am talking about the shortage of American-flag 
vessels, of course. If you had the same program to administer, with- 
out the 50-50 law, you would have the same identical situation with 
respect to the American-flag ships, would you not ? 

Mr. O’Leary. Yes, sir. I think there is one thing that might be 
ointed out. You would undoubtedly have a greater use of United 
States liners. I believe Mr. Casey will tell you. 

Mr. Huprtorr. Mr. Tollefson, that is a difficult question to answer 
categorically, yes or no. I think it can be said that because of the 
50-50 provision that probably employment has been given to some of 
these vessels that may not have been given to them if that provision 
of the law had not been there. 

Mr. Totterson. Employment was given to American-flag ships be- 
cause of the 50-50 provision, but that is the overall program that 
uses the ships, rather than the 50-50. Wecould go around and around 
about it. Suffice it to say that I cannot see where the 50-50 legislation 
has anything to do with the shortage of American-flag ships to carry 
this particular program. 

Another question that I have in mind is that Public Law 480 pro- 
vides also for a $300 million program; does it not? That the Presi- 
dent is authorized to give away $300 million worth of surplus 
commodities ? 

Mr. Hupriorr. Yes, sir; it does. 

Mr. TotteFson. Are any of those commodities being given to Yugo- 
slavia, or being planned to be given to Yugoslavia, that you know of ? 

Mr. Huprworr. I think Mr. Ioanes can answer that. 

Mr. Ioanes. I recall earlier that I spoke of a wheat program to 
Yugoslavia. That has already moved. I don’t recall the figure off- 
hand. It was substantial. It was probably 250,000 to 300,000 tons. 
It is a substantial amount. 

Mr. Totierson. Mr. Chairman, am I asking too many questions? 

The Cuarmrman. You are the ranking member, sir. I want you to 
ask all the questions you like. 

Mr. Totterson. Could Yugoslavia have purchased this wheat in 
regular commerce channels that you are now selling to her under 
this Public Law 480? 
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Mr. Hupriorr. Again that is a commodity question. 

Mr. Ioanxs. All this wheat was purchased from the trade in the 
United States, and under the law the wheat, if it was bought from the 
trade, from trade stocks, had to be replaced from CCC stocks. 

Mr. Totixrson. If I am correct—and you correct me if I am not, 
the only reason that it was purchased from commercial channels is 
the convertability ? 

Mr. Ioanes. Your question is: Would they have bought it otherwise ? 

Mr. Totiterson. We made it possible for them to buy it because of 
Public Law 480? 

Mr. Ioanes. Yes, sir. 

Mr. TotteFson. At what rates did they buy the commodities as 
compared to pure commercial rates? 

Mr. Ioanes. Prices, sir? 

Mr. To.terson. Yes. 

Mr. Ioanes. The same prices. 

Mr. Totierson. The same price. How do they compare with world 
rates, if there are any such things as regards the wheat prices? 

Mr. Ioanes. On wheat we do our best to make them strictly com- 
parable to world rates. 

Mr. Totterson. That is all, Mr. Chairman. Thank you. 

The CHarrman. Mr. Zelenko. 

Mr. ZeLenKo. I have one question. You have attachés in Yugo- 
slavia do you not? 

Mr. Ioanes. Yes, sir. 

Mr. ZetenKo. Do you know whether the Yugoslavians sell wheat 
to other countries? 

Mr. Ioanes. Our information is that they are not doing it this year 
and that formerly, during the last few years, they have not been 
exporting wheat. They have been importing the wheat. 

he Cuarrman. Does that conclude your questioning ? 

Mr. ZeLenxKo. Yes, sir. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Hudtloff, the general question that is concerning 
me most is one which I would like to preface with a short statement. 

The Merchant Marine Act of 1936 which has continued to be the 
policy of Congress since that time states that we should foster the 
development and encourage the maintenance of the American Mer- 
chant Marine because we need it for our peacetime commerce, and 
because it is needed as a military auxiliary in time of emergency. 

We have had the head of the Military Sea Transportation Service 
tell us that in wartime the backbone of the Military transportation 
of supplies is the berth-line services of the United States. We have 
had the Chief of the Bureau of Ships sit there and tell us that in 
another emergency the most vulnerable part of our Defense Establish- 
ment was likely to be the condition of the private shipyards. 

Then Congress passed a bill, partly out of that type of considera- 
tion, to provide that our ships would have the cargoes that would keep 
them in operation. 

Then it seems to me that the first thing that the Department of 
Agriculture does after that is to turn over to the foreign countries 
the dealing with the American merchant marine, which we are trying 
to foster and maintain. 

Why was that done? 
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Mr. Huprtorr. Well, that was done in the original negotiations 
that took place between the commodity people and the foreign govern- 
ments. | : : 

Mr. Auten. If it is a fault, whose fault was it that the handling 
of the American merchant marine as to the part of the cargo that they 
were to carry was turned over to a foreign government? _ 

Mr. Huprtorr. That is correct; they have been authorized to do 
the negotiations with the American ship operators. St! 

Mr. Auten. I think you missed the point of my question. If it is 
a fault, whose fault was it ? 

Mr. Ioanes. I would like Mr. O’Leary to answer this, but I would 
like to say, sir, that I think that basically in programs of this kind we 
generally permit, not just our Department, but I think other depart- 
ments of Government also permit foreign governments, or their im- 
porters, to book space through American brokers. 

Mr. O’Leary, you might want to add something. 

Mr. AuLeN. Possibly that is a practice that this committee or Con- 
gress generally, is trying to correct. 

Mr. O’Leary. Mr. Congressman, the Agricultural Trade Develop- 
ment Assistance Act provides that transactions thereunder shall to 
the maximum extent practicable, be carried out through normal com- 
mercial channels. Not always are booking and charters made by the 
importing country. It depends on the type of sale. 

If the sale is on a c. i. f. basis, as in the case of cotton, the ships will 
be booked by the United States exporter. Insofar as the operation of 
the 50-50 provisions are concerned, the type of program that we have 
in effect represents a tightening of past experience. 

I believe the record has been fairly good, although I am speaking 
only from general knowledge, because I had no connection with ECA 
or FOA, but I believe the record has been good as to compliance with 
the 50-50 provision. Compliance has been, in a general sense, left in 
the hands of the importing countries. This program, by virtue of 
being a commercial program, and not operated on the aid basis, is 
strictly in the sense that, while we do not interfere with normal com- 
mercial-trade channels, and so forth insofar as negotiating for char- 
ters and bookings, and insofar as contracting vessels, still we do require 
advance approval of those vessels by our Transportation and Ware- 
housing Division, in order to assure that as we go along we are secur- 
ing compliance to the 50-50 requirement, and we have done that. We 
have secured compliance. 

I would like to say one thing more, Mr. Casey, on the point of 
scheduling of shipments. The availability of vessels is not the only 
factor which affects the scheduling of shipments under any trans- 
portation. You must also consider loading capacity, availability of 
supplies, and more particularly, in the case of a country such as 
Yugoslavia, which you know is not highly developed from the trans- 
portation, industrial, or storage standpoints, the quantity that they 
are able to handle. 

Mr. Mason tells me that the unloading capacity in ports of Yugo- 
slavia is about 4,000 tons a day. Within 4 or 5 months after the last 
harvest the shortage of bread grains in Yugoslavia was a matter of 
concern from the international diplomatic standpoint. 

As has been testified, I think it was upward of 400,000 tons of grain 
which went into Yugoslavia prior to the initiation of this particular 
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eer on January 5. That, you will find, rates out enn 
eptember or October at about 125,000 tons a month, which is t i 
monthly requirement, as well as their monthly unloading capacity. 
You can’t shift your schedule and get it into a position where they 
can’t handle it. 

Mr. Auten. Do I take it from that statement that, while you think 
it is justified, it was the Department of Agriculture that decided that 
the handling should be with the foreign country ? 

Mr. O’Leary. I think, sir, that that developed in this way: We 
approached the program as the statute requires us to do from the 
standpoint of operation through normal commercial private-trade 
channels. 

We then looked at Public Law 664, which required that at least 50 
percent of the cargoes be moved on United States vessels. 

We decided we wanted to assure the compliance with that law. 
Therefore, rather than put our own people into the business of book- 
ing vessels, which would require a great expansion of their limited 
personnel, we continued to follow private-trade channels, as had been 
done in the past, under the conditions of the law, with the added 
requirement that advance approval be obtained to keep day-to-day 
check for compliance with the law. 

As I say, it has been working. We have had a period just recently 
in which there has been considerable uncertainty. I think perhaps 
you could say that there is something of a lull in the market right now. 
The Yugoslav captain who is responsible for chartering their vessels 
told me the other day that he has been trying desperately to get in 
touch with American vessels now unloading in Yugoslavia and has not 
found them. They don’t want to talk business now. 

I think the thing is settling down, but there has been a lull. I 
don’t think we can overlook that. 

Mr. Aten. Going back again, are all those decisions the decisions 
of the Department of Agriculture? 

Mr. O’Leary. The decision to follow normal commercial channels, 
insofar as the chartering and booking of vessels is concerned, with 
prior approval by our ocean shipping people, was the decision of the 
Department of Agriculture. 

Mr. AtitEeN. Was there any decision made that was other than the 
decision of the Department of Agriculture? Was there a decision 
made by any other department ? 

Mr. O’Leary. No, sir. 

Mr. Atren. You did not mention liner rates. You mentioned the 
other rates. Do you know what liner rates were in effect at the time 
of the various rates which you have mentioned ? 

Mr. Huprworr. I can answer that for you, Mr. Allen. 

Under the first program, that is, the first 125,000 tons, there were 
ony tons that moved by liners. The rate moving off the gulf was 

14.75. 

Mr. Atten. What was the tramp rate at that time? 

Mr. Hupriorr. $15.50 and $16. 

Mr. Auten. The liner rates, then, are less than the tramp rates? 

Mr. Huprtorr. That is right. 

Mr. Aten. Now, I understand that it is regular commercial prac- 
tice in the shipping of grain from the United States on American- flag 
ships, to bectlle up the shipments to the point where liners can handle 
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it without disrupting schedules and without particularly hampering 
the shipments involved. If that is so, why were liners not used more 
than the number of times you have mentioned ? 

Mr. Hupriorr. Under the second program, Mr. Congressman, there 
was a greater tonnage, and we have urged the Y ugoslay. s to go out and 
get additional liner space. Of the total tonnage that has been 
approved so far, there is 19,950 tons of liner space. 

The rates on that were g] 4.50 off the gulf to $15 and $16. 

What you have said is true, that certainly a percentage of the ship- 
ments does move by liners, but whether or not this is the choice of 
the Yugoslavs to move the bulk of it or the majority of it in tramps, 
I am not prepared to say, but we have urged them to use a greater 
amount of liner space. 

Mr. ALLEN. Well, to get back to what I think is a criticism, where 
we are trying to maintain these American services, and the American 
maritime policy is to subsidize both the construction and operation 
of trade-route services determined to be essential, why does the De- 
partment of Agriculture not handle its shipments, so that the Ameri- 
can practice of ‘shipping i is followed with regard to the 50 percent over 
which we have control ? 

Mr. O’Leary. Mr. Congressman, I would like to preface an answer 
to that by stating that in my opinion, while the Yugoslav program 
by virtue of being the first program negotiated second to Turkey, 
and also by virtue ‘of the urgent need for bread grains in Yugoslavia, 
was logically the first program to be moved, from the transport: ition 
standpoint, it was not fortunate that this type of program was the 
first one, for two reasons, at least: 

First, their lack of their own shipping facilities limited them to 
lifting something like 70,000 tons out of a total of 425,000, which put 
added pressure on United States shipping facilities which would not 
have existed had we been fortunate enough to have a maritime nation 
as the first buyer under the program; second, discharge facilities in 
Yugoslavia are not of the best. It is my understanding ‘that their dis- 
like for using liners arises from the fact that they don’t handle liner 
unloadings very well in Yugoslavia and at some times a liner being 
on a berth will result in a tramp steamer with considerably more cargo 
on board being held up, with a result of demurrage. 

Mr. Mason can speak to that better than I can, but, as I say, if the 
circumstances of the particular program had been different, I think 
our experience would have been much better. 

We happened to come up with a rather unfortunate circumstance for 
the initial operation. 

Mr. Auten. Do you know how much liner service space has been 
available during the time that you have been using the tramp carriers ? 

Mr. Hupriorr. I think we have that. 

Mr. Mason. For the month of February, I believe with the exception 
of the use of about 5.000 tons of a Greek flag, that all of the liner 
space was engaged. There is available at the present time, to the best 
that I can develop, 5,000 tons on the Hellenic Line, the Greek flag, 
for the last half of February, out of the gulf. 

There is also available for March 3, 3,500 tons; for the 10th, 3,500 
tons out of the gulf; and out of the North Atlantic for the month of 
March there is 3,000, 2,000, 3,000, and 2,000 tons of space available. 

Mr. ALLen. How did you get your offerings? 
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Mr. Mason. How did I get it? By contacting the steamship com- 
panies themselves. 

Mr. Auten. If the American-flag bulk carriers were to be used, is 
your Department agreeable to accepting any rate that would be cur- 
rently fixed by the National Shipping Administration ? 

Mr. Huprworr. Yes, sir; we are. 

Mr. Atren. You would rely on that phase of the Maritime Admin- 
istration for your determination ? 

Mr. Hupriorr. Yes, sir. 

Mr. Auten. There was one answer that was along the line of a 
question that I think Mr. Tollefson and I and possibly others devel- 
oped with regard to the income tax that is received by the Govern- 
ment, and possibly other income. Do you consider at all that if you 
used a subsidized line the recapture of subsidy by the United States 
is increased, and that the rate you pay is offset in part by the recapture, 
if the company does the business ? 

Mr. Hupriorr. The answer is “Yes”, sir. 

Mr. AtteN. Do you know what recaptures have been lost by the 
failure to use liner space ? 

Mr. Mason. No, sir; I do not. 

Mr. Aten. Do you have any accurate information at all as to the 
recapture to the United States of just the income taxes paid by the 
seagoing personnel ? 

Mr. Mason. I do not. With the exception of the 1 Greek liner 
of 5,000 tons, against which the Yugoslavs took a very positive stand 
for one reason or the other, we have used practically all the liner 
space available. 

Mr. Atien. My recollection is that it showed that on the payments 
of an additional $12 million the return to the United States Govern- 
ment was figured in the neighborhood of $175 million which possibly 
indicates that, if you can save 2 percent, you lose 3 percent. My own 
figures would indicate to me that when you save the 2 percent you lose 
at least 6 percent of counterrevenue to the Government. 

I wonder when you decide what you are saving, you also compute 
this in any way, roughly or not, this amount of Government revenue 
which you are losing? 

Mr. Mason. As a spokesman at meetings with the Yugoslavs from 
the very start in November, I constantly urged them to use to the 
maximum capacity the liner service to alleviate the shortage of 
American tramps. 

Mr. Atiten. Thank you, Mr. Chairman. 

The Cuatrman. Do you have an estimate of what percentage of 
Yugoslavian vessels are used in this service, what percentage of their 
tonnage is being used in this movement? Do you know just what 
percentage of their tonnage is being used in this program ? 

r. Hupriorr. Up to the present time they have agreed to carry 
out of this 425,000 tons, approxfmately 80,000 tons in their own ships. 

The Cuarrman. What percentage of available Yugoslavian tonnage 
is that, of all their tonnage ? 

Mr. heres Of their total tonnage, what percentage is the 
80,000 ? 

The CHatrman. Yes. What percentage of their tonnage is it? 
That is the only question. 

Mr. Mason. They have 9 tramps and each is going to make 1 trip. 
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The CuairMan. The question is: What percentage of their tonnage 
is it? 

Mr. Mason. 100 percent of their tramps. 

The Cuarrman. It is 100 percent of their total available tonnage? 
What else do they have besides tramps ? 

Mr. Mason. They have a couple of liners, of which maybe three are 
used for miscellaneous goods. 

The Cuatrman. It is fair to say that they are using the maximum 
tonnage possible of their merchant marine ? 

Mr. Mason. I think so. 

The Cuarrman. Mr. Sheehan, did you have a question ? 

Mr. SHErEHANn. I wanted to develop one thought which was touched 
on by several members. As I understand, America is providing Yugo- 
slavia with approximately 800,000 tons of wheat this year; is that 
right ? 

Mr. Ioanes. Yes, sir. 

Mr. Surenan. On the basis of an estimated 15 million population 
in Yugoslavia, that means that we are providing them with 106 pounds 
per capita of wheat for this year. Have you any idea of what the 
consumption of wheat per capita is in Yugoslavia ? 

Mr. Ioaners. I didn’t bring the figures with me, but I would say it 
would be 2 or 3 times that. 

Mr. Sueenan. In other words, we are furnishing from one-third 
to one-half of their requirements for this year? 

Mr. Ioanres. We could be furnishing roughly a third of their 
requirements. 

The CHarrMan. Gentlemen, it it long past the hour at which we 
should adjourn. 

Mr. Counsel, does this conclude the necessary questions which you 
would like to ask of the Department of Agriculture? 

Mr. Casey. That is all I have, Mr. Chairman. 

The CuHarrman. Will there be any other questions which members 
of the committee would like to ask of the representatives of the De- 
partment of Agriculture ? 

Mr. Tumulty ? 

Mr. Tumutry. Suppose we did not sell Yugoslavia the wheat, what 
effect would that have on Yugoslavia? Suppose we sold them no 
wheat at all? 

Mr. Ioanes. I am not the best spokesman for the United States 
Government to answer that question, but I think the effect would be 
disastrous to the United States’ interests. 

Mr. Tumuttry. And it would be disastrous to Yugoslavia? 

Mr. Ioanes. And to our interests. 

The CHarrman. Mr. Bell? 

Mr. Bett. I believe the statement was made by one of the gentle- 
men that Yugoslavia’s financial position forbade her from getting 
these products, wheat and cotton, from other nations; is that right? 

Mr. Ioanes. We did say, sir, that if we didn’t provide the means for 
Yugoslavia to buy this wheat from the United States, they wouldn’t 
be able to buy it. 

Mr. Betz. Would we try to get trade with her if she could buy the 
products herself, or would she normally buy them then from some other 
country ? 
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Mr. Ioanes. Sir, for the last several years—and I would have to 
check the records on this—there has been a history of wheat moving 
to — country from this country under one kind or another of Ameri- 
can help. 

Mr. Brut. They have had droughts over there, have they not? 

Mr. Ioanes. Yes, sir; they ran into a bad crop this year, and have 
had them in the past. 

Mr. Betx. What was the main reason for entering into this agree- 
ment? Was it to foster trade or keep down communism, or get rid of 
the so-called surplus; or just to feed the people because they were 
hungry ? 

Mr. Ioanes. I would say, sir, that there was an element of each of 
those in the program. They are all good reasons. 

Mr. Tumotry. I take it that if this wheat was not supplied to Yugo- 
slavia by us they would get it elsewhere, or it would have an adverse 
effect on their continuance as a government, is that correct ? 

Mr. Ioanes. Yes, sir, without question. At the same time that we 
were negotiating with them for this wheat they were negotiating with 
an unfriendly power for the wheat. 

Mr. Tumutry. That is what I mean. 

The Cuarrman. Sir, on behalf of the committee, I want to thank 
all four of you gentlemen. We appreciate your coming up here. 

This will conclude the hearing with the Department of Agriculture. 

Tomorrow morning the committee will meet at 10 o’clock to hear 
Colonel Syran, of FOA, who will be the first witness. 

If we conclude with Colonel Syran we will proceed with witnesses 
from the General Services Administration. 

The committee now stands adjourned until tomorrow morning at 
10 o’clock. 

(Whereupon, at 12: 20 p. m. the committee recessed, to reconvene at 
10 a. m., on Wednesday, February 9, 1955.) 
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ADMINISTRATION OF CARGO PREFERENCE ACT 
(50-50 LAW) 


WEDNESDAY, FEBRUARY 9, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON MercHANT MarIneE AND FISHERIES, 
Washington, D.C. 

The committee met at 10:10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CHarrMAn. The committee will come to order. 

Proceed. 

Mr. Casey. Mr. Chairman ? 

The CHarrMan. Mr. Casey. 

Mr. Casey. Yesterday afternoon Mr. Hudtloff, from the Depart- 
ment of Agriculture furnished me with certain documents here that 
were given to him by Capt. V. Medanic, the Yugoslav merchant marine 
attaché, and I believe that in light of the testimony yesterday we 
ought to introduce these documents for the record. They are, in sub- 
stance, the results of the survey which the Yugoslav mission has made 
of the American-flag market in an endeavor to secure tonnage for the 
movement of some 80,000 tons of grain to Yugoslavia. 

The covering letter is a letter dated February 4, 1955, which I think 
perhaps should be read into the record in toto, addressed to Mr. 
Hudtloft : 


As per our conversation of last Wednesday, January 26, 1955, I invited bids 
from the Crossocean Shipping Corp. for shipment of 80,000 tons of wheat in 
bulk for loading on American-flag vessels between February 8 and March 15, 
1955. Attached is a list of shipowners arid brokers, not only in New York but 
also in Washington, D. C., that we asked for offers. 

As I expected, there were no answers on our bids because there have been 
no American ships available in the markets for the time being. 

These were the second bids in the last 15 days which we issued for the same 
purpose: to obtain American tonnage to move at least 50 percent of our present 
aids on American-flag vessels. I do not believe we will be able in the future 
to obtain 10 American-flag vessels that we still need. 

I think that the present situation on the shipping market is such that Public 
Law 664 has to be waived because United States-flag commercial vessels are not 
available not only at “fair and reasonable rates,” but not at all. This statement 
of facts I am pretty sure are known to you. 

You are no doubt aware of this unfortunate situation in the shipping market, 
and I hope you will take all the necesary steps to help us out and enable us to 
move the very generous gift of wheat that the American people are sending to 
my country. 

Very truly yours, 
Capt. V. MEDANIC, 
Yugoslav Merchant Marine Attaché. 
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Attached to that letter is first a letter dated February 3, 1955, from 
the Crossocean Shipping Co., Inc., who are described on their letter- 
head as general agents in North America for the Yugoslav Line. I 
understand that, in substance, they are the commercial company that 
arranges the shipping for the Yugoslav Mission and in that letter 
the company advises Captain Medanic that the only vessel they have 
been able to secure was the steamship Sea Monitor for a period of 
laydays, February 12 to 25, leaving Baltimore; and that the rate 
was $15.65 a ton and that they had countered with a proposition. 

That particular proposition was for two consecutive voyages at 
$15.65 a ton. The counterproposition was made to them to move from 
the gulf to Trieste at $17.50 a ton, but the owner declined that offer 
without comment. oe 

However, another letter from Crossocean Shipping Co., dated Feb- 
ruary 3, 1955, likewise addressed to Capt. V. Medanic, has attached to 
it letters that are identical in substance addressed to various brokers 
and shipping companies dated February 2, 1955, and the letter is as 
follows, reading the original letter. 

Please be advised that the Yugoslavs are requesting offers of American-flag 
tonnage to be rendered by 3 p. m. on February 3 for reply by 4:30 p. m., on the 
following basis: 

Shipment consists of 80,000 tons of wheat in bulk. 

Loading between February 8 and March 15 with a 10-day spread of lay- 
days, one safe Gulf (U. 8.). 

Discharging: One safe port Yugoslavia at 1,000 tons per WWSHEX free, 
charterer’s option Trieste at $1 per ton less than Yugoslavia with 2,500 tons 
per WWSHEX free to vessel, otherwise standard Yugoslav terms. 

Decision will be made by the representative of the Yugoslav charterers and all 
bids and acceptances are subject to final approval of United States Department 
of Agriculture and in accordance with their regulations. 

Charterers reserve the right of rejecting any and all bids or accepting one or 
more of the ships offered. © 

We would appreciate your offers of tonnage. 

Very truly yours, 

CrossocEAN SHIPPING Co., IN¢., 
H. W. Meyer, President. 


That identical letter was sent to these companies: The Harry T. 
Randle Co., the Global Chartering & Brokerage Co., Inc., Maxwell 
Harris & Co., Long & Dowd, Inc., Universal Transportation Corp., 
Transcontinental § hipping Corp., Logar Steamship Corp., Walter A. 
Delappe & Co., Marine Chartering Corp., Evans Shipping Corp., 
Stockard & Co., Inc., American Export Lines. 

Then in addition to that they received replies from the Maxwell 
Harris Co., who are chartering brokers, and attached to the letter in 
which they indicated they had no firm offers for carrying this wheat 
is a list of some 35 companies and brokerage firms that I will not read, 
but which I think could be incorporated in the record at this point, as 
well as a letter from the Harry I. Randle Co. in which he has listed 
some 30 or 35 steamship companies and brokerages, and he has stated 
in his letter that they had no offers of American tonage against this 
request : ; 

The only interest we had by American tonnage today was advices that the 
steamship Hastings, which should load in Philadelphia the first part of next 
week, would be interested in a second cargo at full N. S. A. rates, i. e., $15.65 
A a a provided the present cargo which she is on should be discharged 
at Trieste. 
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I am advised by Mr. Hudtloff that in view of this information he has 
received from the Yugoslavs he has determined at least temporarily 
that there are no American-flag vessels available for carrying this 
80,000 tons of wheat to Yugoslavia, and accordingly has determined 
to go into the foreign-flag market. 

I bring that out, Mr. Chairman, because I think that if the American- 
flag shipowners or representatives of their associations have informa- 
tion to the contrary, that the time to bring that information forward 
is now. 

I would like to call Colonel Syran. 

The Cuarrman. The correspondence read by the counsel will be 
incorporated in the record. 

(Material referred to follows :) 


MAXWELL Harris Co., INC., 
New York, N. Y., February 3, 1955, 
CROSSOCEAN SHIPPING Co., INC., 
New York, N.Y. 
(Attention : Mr. H. W. Meyer, president.) 

GENTLEMEN : Referring to your request for offers of American-flag tonnage on 
your wheat requirements for loading in the gulf February 8—March 15, we regret 
to advise that although we have canvassed the market thoroughly soliciting bids. 
we have had no firm offers to place before you. 

Yours very truly, 
Maxwe_tt Harris Co., Inc. 
A. P. Harris. 


Shepard Steamship Co., 31 Milk Street, Boston, Mass. 

Mystic Steamship Division, Eastern Gas & Fuel Associates, 250 Stuart Street, 
Boston 16, Mass. 

T. E. Moran, Marine Transport Lines, 11 Broadway, New York, N. Y. 

Gypsum Transportation Co., 561 Richmond Terrace, New Brighton, Staten 
Island, N. Y. 

Pabo Muller Co., 29 Broadway, New York, N. Y. 

Albatross Shipping Co., 120 Wall Street, New York, N. Y. 

Ocean Freighting & Brokerage Corp., 80 Broad Street, New York, N. Y. 

J. H. Winchester & Co., 19 Rector Street, New York, N. Y. 

Bowring & Co., 17 Battery lms ake York, N. Y. 

Isbrandtsen, Inc., 26 Broadway, New York, N. Y. 

American Union Transport, Inc., 17 Battery Place, New York, N. Y. 

Boyd, Weir & Sewall, 24 State Street, New York, N. Y. 

Blidberg, Rothchild Agency Corp., 80 Broad Street, New York, N. Y. 

Simpson, Spence & Young, 52 Broadway, New York, N. Y. 

American & Overseas Chartering Corp., 8-10 Bridge Street, New York, N. Y. 

Funch, Edye & Co. Inc., 25 Broadway, New York, N. Y. 

Skaarup Shipping, Inc. 21 West Street, New York, N. Y. 

Mainport Chartering Co., 11 Broadway, New York, N. Y. 

Global Chartering Corp., 80 Broad Street, New York, N. Y. 

Wilmore Steamship Co., 80 Federal Street, Boston, Mass. 

Stockard Steamship Co., 17 Battery Place, New York, N. Y. 

American Export Co. 39 Broadway, New York, N. Y. 

Pocahontas Steamship Co. 207 Derby Street, Salem, Mass. 

A. H. Bull & Co. 115 Broad Street, New York, N. Y. 

Van Ommeren (United States of America), Inc., 52 Broadway, New York, N. Y. 

North Atlantic Gulf & Steamship Co., 120 Wall Street, New York, N. Y. 

Omnium Freighting Corp., 48 Exchange Place, New York, N. Y. 

Chester, Blackburn & Roder, 149 Broadway, New York, N. Y. 

Sword Line, Inc., 52 Wall Street, New York, N. Y. 

Polarus Steamship Co., 30 Broad Street, New York, N. Y. 

National Gypsum Co., 325 Delaware Avenue, Buffalo, N. Y. 

Sprague Steamship Co., 10 Postoffice Square, Boston, Mass. 

Lykes Steamship Co. 17 Battery Place, New York, N. Y. 

Shipowners Agency, 90 Broad Street, New York, N. Y. 

Evans Shipping Co. 17 Battery Place, New York, N. Y. 
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Tak Shipping Co. 30 Broad Street, New York, N. Y. 

Alcoa Steamship Co., 17 Battery Place, New York, N. Y. 

Overseas Navigation Corp., 120 Wall Street, New York, N. Y. 
Tritron Shipping Co., 80 Broad Street, New York, N. Y. 

Freighting, Inc., 90 Broad Street, New York, N. Y. 

Maritime Overseas Corp., 61 Broadway, New York, N. Y. 

Sagus Marine Corp., 21 West Street, New York, N. Y. 

Waterman Steamship Co., 19 Rector Street, New York, N. Y. 

W. W. Magai & Co., 11 Broadway, New York, N. Y. 

A. Johnson & Co., 61 Broadway, New York, N. Y. 

Bethlehem Steamship Co., 25 Broadway, New York, N. Y. 

8S. J. Lambert & Co., 44 Whitehall Street, New York, N. Y. 

J. F. Whitney & Co., 10 Bridge Street, New York, N. Y. 
Cosmopolitan Shipbrokers, Inc., 42 Broadway, New York, N. Y. 
American Hawaiian Steamship Co., 90 Broad Street, New York, N. Y. 
United States Navigation Co., 17 Battery Place, New York, N. Y. 
Seas Chartering & Brokerage Corp., 80 Broad Street, New York, N. Y. 
Ocean Steamship Corp., 52 Broadway, New York, N. Y. 
Tricontinental Shipping Corp., 21 West Street, New York, N. Y. 


MAXWELL Harris Co., INC., 
New York, N. Y., February 2, 1955. 
Re Yugoslav grain. 


Mr. J. A. GEISCHECKER, 
Shepard Steamship Co., Boston, Mass. 


DEAR Sirs: Please be advised that the Yugoslavs are requesting offers of 
American-flag tonnage to be tendered by 3 p. m. on February 3 for reply by 4: 30 
p. m. on the following basis: 

Shipment consists of 80,000 tons of wheat in bulk. 

Loading between February 8 and March 15 with a 10-day spread of lay- 
days, one safe gulf (United States). 

Discharging: One safe port Yugoslavia at 1,000 tons per WWSHEX free, 
charterer’s option Trieste at $1 per ton less than Yugoslavia with 2,500 tons 
per WWSHEX free to vessel, otherwise standard Yugoslav terms. 

Decision will be made by the representative of the Yugoslav charterers and all 
bids and acceptances are subject to final approval of United States Department 
of Agriculture and in accordance with their regulations. 

Charterers reserve the right of rejecting any and all bids or accepting one or 
more of the ships offered. 

We would appreciate your offers of tonnage. 

Very truly yours, 

MAxwett Harris Co., INC., 
A. P, Harris. 


Harry T. RANDLE Co., 
New York, N. Y., February 8, 1955. 
Mr. H. W. MEYER, 
President, Crossocean Shipping Co., Inc., 
New York, N. Y. 


Dear Mr. Meyer: Referring to your request for submission of offers of Ameri- 
can-flag tonnage to be tendered by 3 p. m. on February 3 for the shipment of 80,000 
tons of wheat in bulk loading between February 8 and March 15 from one safe 
gulf (United States) to Yugoslavia, charterer’s option Trieste, would advise that 
we have solicited the market thoroughly, and up to the present have had no 
offers of American tonnage against this request for tender. 

The only interest we had by American tonnage today was advices that the 
steamship Hastings, which should load in Philadelphia the first part of next 
week would be interested in a second cargo at full NSA rates, i. e., $15.65 from 
USNH, provided the present cargo which she is on should be discharged at 
Trieste. 

Yours very truly, 
Harry T. RAnpbre Co., 
Harry T. RANDIE. 
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Mr. H. W. MEYER, 


Harry T. RANDLE Co., 
New York, N. Y., February 2, 1955. 


President, Crossocean Shipping Co., Inc., 
New York, N.Y. 


Dear Mr. Meyer: We have sent the attached circular to the following con- 


cerns: 


Alcoa Steamship Co. 
American Israeli Shipping Co. 


American & Overseas Chartering Corp. 


American Union Transport 
W. R. Blackburn & Co. 
Blidberg-Rothchild Agency Corp. 
Bowring & Co. 

Boyd, Weir & Sewell, Inc. 
A. H. Bull & Co., Inc. 

A. L. Burbank & Co., Ltd. 
Carras, Ltd. 

Evans Shipping, Inc. 
Freighting, Inc. 

Funch, Edye & Co., Inc. 
Furness, Withy & Co., Ltd. 


Global Chartering & Brokerage Corp. 


Global Navigation Co., Inc. 
Isbrandtsen Co., Ine. 

8S. J. Lambert & Co. 

Lykes Bros. Steamship Co., Inc. 
Mainport Chartering Co. 
Marine Transport Lines, Inc. 


Yours very truly, 


Maritime Brokers 
Moore-McCormack Lines, Inc. 
Norton, Lilly & Co. 

Ocean Freighting & Brokerage 
Omnium Freighting Corp. 
Overseas Navigation Corp. 
Pan Oceanic Corp. 

Polarus Steamship Co., Inc. 
Emory Sexton & Co., Inc., 

Sea Traffic & Trading 
Shipowners Agency Corp. 
Simpson, Spence & Young 
Skaarup Shipping 

States Marine Corp. 

Stockard & Co., Inc. 

C. V. Thavenot 

Triton Shipping 

United Operators Shipping Agency 
Waterman Steamship Co. 
Western Shipping Corp. 

J. F. Whitney & Co. 

J. H. Winchester & Co., Inc. 


Harry T. RANDLE Co., 
Harry T. RANDLE. 


FEBRUARY 2, 1955. 


WeE REQUIRE TONNAGE FOR— 


Please be advised that the Yugoslavs are requesting offers of American-flag 
tonnage to be tendered by 3 p. m. on February 3 for reply by 4:30 p. m., on the 


following basis: 


Shipment consists of 80,000 tons of wheat in bulk. 
Loading between February 8 and March 15 with a 10-day spread of 
laydays, one safe gulf (United States). 
Discharging: One safe port Yugoslavia at 1,000 tons tons per WWSHEX 
free, charterer’s option Trieste at $1 per ton less than Yugoslavia with 2,500 
tons per WWSHEX free to vessel, otherwise standard Yugoslav terms. 
Decision will be made by the representative of the Yugoslav charterers and 
all bids and acceptances are subject to final approval of United States Depart- 
ment of Agriculture and in accordance with their regulations. 
Charterers reserve the right of rejecting any and all bids or accepting one or 


more of the ships offered. 


We would appreciate your offers of tonnage. 


Harry T. RANDLE Co. 


The CyHatrman. The committee is to understand now from the 








counsel, after his careful analysis of this correspondence and a confer- 
ence with others who are familiar with all the shipping angles, that 
it is evident that there is not American-flag tonnage available, or 
if it is available, it is not offering itself for this specific movement ? 

Mr. Casey. That is correct, Mr. Chairman. 

Mr. Auten. Mr. Chairman? 

The Cuatrman. Mr. Allen. 

Mr. AtiEN. Could the counsel state to us whether or not the Cross- 
ocean Shipping Co. handles foreign tonnage as well as American 
tonnage, and in what proportions? 
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Mr. Casey. I could, but I think it would be more reliable if I got 
it from someone from the Department of Agriculture who might know 
more about it. Is Mr. Hudtloff here ? 

The CuarrMan. Step up, Mr. Hudtloff. 

Mr. Huprtorr. I believe, Mr. Allen, that they not only act as brokers 
on American vessels, but also on foreign vessels. 

Mr. Aten. Have you any idea as to what percentage of their 
business is involved in placing cargoes with foreign vessels and what 
percentage with American vessels? 

Mr. Hupriorr. No, sir; I do not. I think I could provide that for 
the record, though. 

(The information is as follows :) 

The Crossocean Shipping Co. is the agent for the Yugoslav Government line, 
operating between Yugoslavia and the North Atlantic and gulf coasts of the 
United States. Their activities are largely restricted to chartering both United 
States and foreign-flag ships for the Yugoslav Government to carry products and 
merchandise from the United States to Yugoslavia. Their representative, Mr. 
H. W. Meyer, in New York City, has advised that between 50 and 55 percent of 
his charters are for United States flag vessels. 


Mr. Aten. Thank you, sir. 


STATEMENT OF ARTHUR G. SYRAN, DIRECTOR, OFFICE OF TRANS- 
PORTATION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Casry. .Would you identify yourself for the record ? 

Mr. Syran. I am Arthur G. Syran. I am the Director of Trans- 
»ortation for the Foreign Operations Administration and I appear 
a in behalf of Governor Stassen at the invitation of the chairman 
cf this committee, 

The CuarrmMan. Be seated. 

Mr. Casey. Would you care to describe, Colonel, the activities of 
your agency in connection with the administration of Public Law 664? 

Mr. Syran. Yes, Mr. Casey. I would like to point out that we have 
three different statutes concerning the movement of these cargoes. 
In Public Law 665, which is the Mutual Security Act, we have the 
shipping section now as section 509. It used to be the old section 
111 (a) (2) of the original ECA Act of 1948 as amended in 1949. 

Now, as to that, the rate question is specified in the following 
ranguage : 

That the goods be so transported on United States-flag commercial vessels to 
the extent such vessels are available at market rates for United States-flag 
commercial vessels provided such rates are fair and reasonable. 

We have two qualifications there: Market rates provided that they 
are fair and reasonable. Now, in Public Law 664 it says: 


to the extent such vessels are available at fair and reasonable rates for United 
States-flag commercial vessels— 


with no reference to market. 

There is still a third statute involved, namely Public Law 778, which 
is the appropriation law to the Mutual Security Act, and that uses 
in section 106 the language of the 1948 statute, which states that— 


is so transported on United States-flag vessels to the extent such vessels are 
available at market rates. 
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(The cargo reference provisions are as follows:) 


CARGO PREFERENCE PROVISIONS 
MUTUAL SECURITY ACT OF 1954 (PUBLIC LAW 665), EFFECTIVE AUGUST 26, 1954 


Sec. 509. SHIPPING ON UNITED States VESSELS.—Such steps as may be neces- 
sary shall be taken to assure, as far as practicable, that at least 50 per centum 
of the gross tonnage of commodities, materials and equipment procured out of 
funds made.available under sections 103, 123, 131, 132 (a), 201, 304, and 403 
of this Act and transported to or from the United States on ocean vessels 
computed separately for dry bulk carriers, dry cargo liner and tariker services 
and computed separately for section 103, and for sections 123, 131, 132 (a), 
201, 304, and 403 (taken together) is so transported on United States-flag com- 
mercial vessels to the extent such vessels are available at market rates for United 
States-flag commercial vessels provided such rates are fair and reasonable: 
and, in the administration of this provision, steps shall be taken, insofar as 
practicable and consistent with the purposes of his Act, to secure a fair and 
reasonable participation by United States-flag commercial vessels in cargoes by 
geographic area. 


MUTUAL SECURITY APPROPRIATION ACT OF 1955 (PUBLIC LAW 778), EFFECTIVE 
SEPTEMBER 3, 1954 


Sec. 106. The Director shall, in providing for the procurement of commodities 
under authority of this Act, take such steps as may be necessary to assure, so 
far as practicable, that at least 50 per centum of the gross tonnage of commodities, 
procured within the United States out of funds made available under this Act 
and transported abroad on ocean vessels, is so transported on United States-flag 
vessels to the ertent such vessels are available at market rate. 


PERMANENT SHIPPING LEGISLATION (PUBLIC LAW 664), EFFECTIVE AUGUST 26, 1954 


“whenever the United States shall procure, contract for, or otherwise obtain 
for its own account, or shall furnish to or for the account of any foreign 
nation without provision for reimbursement, any equipment, materials, or com- 
modities, within or without the United States, or shall advance funds or credits 
or guarantee the convertibility of foreign currencies in connection with the fur- 
nishing of such equipment, materials, or commodities, the appropriate agency 
or agencies shall take such steps as may be necessary and practicable to assure 
that at least 50 per centum of the gross tonnage of such equipment, materials, 
or commodities (computed separately for dry bulk carriers, dry cargo liners, 
and tankers), which may be transported on ocean vessels shall be transported 
on privately owned United States-flag commercial vessels, to the extent such 
vessels are available at fair and reasonable rates for United States-flag com- 
mercial vessels, in such manner as will insure a fair and reasonable participa- 
tion of United States-flag commercial vessels in such cargoes by geographic 
areas: Provided, That the provisions of this subsection may be waived whenever 
the Congress by concurrent resolution or otherwise, or the President of the 
United States or the Secretary of Defense declares that an emergency exists 
justifying a temporary waiver of the provisions of section 901 (b) and so noti- 
fies the appropriate agency or agencies: And provided further, That the pro- 
visions of this subsection shall not apply to cargoes carried in the vessels of 
the Panama Canal Company. Nothing herein shall repeal or otherwise modify 
the provisions of Public Resolution Numbered 17, Seventy-third Congress (48 
Stat. 500), as amended” (sec. 901 (b), Merchant Marine Act, 1936). 


Mr. Syran. I think that some of you gentlemen who were on this 
committee in 1949 will recall that the interpretation of market rates 
which was the original 1948 statute meant world market rates and then 
this committee amended the statute at that time to say “at market 
rates ‘for United States-flag vessels’.” 

Strangely enough, Public Law 665 and Public Law 664 were both 
signed by the President on the same day, August 26, and our Appro- 
priation Act was signed on September 3, 1954. 
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What we have tried to do is to take vessels at market rates and so far 
we have not made a determination or a finding as to what are fair 
and reasonable rates because, frankly, I don’t know what a fair and 
reasonable rate is week to week, month to month, and I would like, 
if I may, Mr. Chairman, to refer to my testimony before this com- 
mittee on June 23, 1954 and before the passage of the bill and while 
this committee was considering the Senate version of the bill. 

My testimony appears in hearings of June 23 before this committee, 
on page 24. It isa paragraph, if I may have your permission to read 
it, Mr. Chairman: 

It is to be noted that in the legislative history of this bill before the Senate, 
Senator Butler distinguished between fair and reasonable rates and market 
rates. In Senator Butler’s colloquy wth Senator Hendrickson, he agreed that 


market rates may be more costly for the taxpayers as compared to fair and 
reasonable rates. 


That is referred to in the Congressional Record, page 7784 of June 
15, 1954. So that there was a considerable amount of conversation 
at that time on the basis that market rates might in many instances 
be much higher than fair and reasonable rates. 

I continue in my version at that time so that it should be noted that 
the difficulties presented before this committee yesterday were net 
unforeseen back in June: 

There can be no exact mathematical formula to establish what is fair and 
reasonable under all conditions. A fuir and reasonable rate for an American 
tramp would, in my opinion, be something like $2 to $3 a ton over the going 
foreign-flag rate. We have experienced, within the past 5 or 6 years, sharp 
swings in tramp rates. There have even been instances where foreign-flag- 
tramp rates exceeded American. Rates for FOA-financed cargo cannot be con- 
sidered apart from other rates. Moreover, a rate which is considered reason- 
able today may be unreasonable tomorrow. 

It follows that what is a fair and reasonable rate at any time cannot be based 
solely upon what the American-tramp steamer deems a desirable rate. A reason- 
able rate, of course, cannot be defined as one which is necessarily compensatory 
to the high-cost operator. If the disparity between American- and foreign-tramp 
rates is too wide, cooperating countries may use their FOA funds for liner cargo 
where, in general, no difference exists between United States-flag and foreign-flag 
rates. 

It is well to point out that if American-flag tramp vessels are to secure 50 
percent in the cross trades, ballast legs involved will necessitate bidding by 
United States-flag vessels considerably higher than a foreign-flag vessel normally 
engaged in global activity. 

I think the question of what is reasonable under all circumstances 
is easily stated, Mr. Chairman, but not easily fixed from time to time. 
A reasonable rate in the middle of summer, with good weather and 
with the lower water marks, is one figure; in the middle of winter, 
with the winter marks and less tonnage carried with bad weather and 
slower turn-around, another rate might be involved. 

Mr. Casey. Colonel, you have been devoting your testimony to this 
question of rates. 

Mr. Syran. Yes. 

Mr. Casey. I would rather you start by outlining to us exactly where 
you fit into this picture of ocean transportation on American vessels. 

Mr. Syran. We have done this thing continuously since 1948. We 
have fully met the requirements of the statute. We have gone out into 
the market indirectly because we do not do any direct operating our- 
selves and we have found vessels from time to time. 
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It is true that the market is tight, but it isn’t entirely devoted to 
the grain program to Yugoslavia. We have substantial programs 
going to Korea, going to other areas of Europe. In the last 4 or 5 
months there has been a very substantial increase in the amount of coal 
going to overseas areas. 

Mr. Casey. How do you arrange your transportation ? 

Mr. Syrin. We do it very much like the Department of Agriculture 
in connection with the foreign countries. We finance the chartering 
of vessels. We oversee the fact that they use American-flag and 
foreign-flag vessels in proper proportion; that we have a minimum of 
50 percent on United States-flag vessels. We watch the rate and we 
approve or disapprove a charter depending upon the rate fixed and the 
terms, because the rate in itself is not the sole criterion. There are 
other fringe items. 

Mr. Casey. In other words, the transportation is arranged by the 
recipient country in most cases, is it? 

Mr. Syran. Yes, except in certain instances where the recipient 
country is not in a position to undertake the task itself, it lacks per- 
sonnel experienced in the work, and in those instances we use, as we 
are required to do by statute, two other Governmental agencies : name- 
ly, the Transportation Division of the Department of Agriculture 
and the Transportation Division of the Emergency Procurement 
Services, and they do the actual chartering for us. We set out broad 
lines in the form of a directive as to what we want done and the policy 
involved regarding the actual operation, and they have done it for us. 

Now, so far as I know, outside of ourselves and the Department 
of Defense, we were the only ones that had direct responsibility for 
a 50 percent provision prior to the enactment of 664. 

Mr. Casey. And when you give the job of arranging these charters 
to Agriculture or—GSA is the other agency? 

Mr. Syran. Yes. 

Mr. Casey. Do you tell them what rate you will pay? 

Mr. Syran. Yes, generally speaking if it is on a bid basis we will 
tell them what rates we will pay, what rates we think the market will 
pay, warrants paying. 

Mr. Casey. Under those circumstances, how are they in any better 
position to arrange this chartering than you are? 

Mr. Syran. Well, except that we are not an operating agency and 
we don’t have an operating staff to go ahead and do these physical 
transactions. We have them do it for us. As a matter of fact, a 
transfer of funds is made from FOA to the Department of Agricul- 
ture and to GSA to perform that service for us. 

Mr. Casry. That is under the provisions of the Economy Act when 
an agency performs services for another ? 

Mr. Syran. Yes. 

Mr. Casey. Who determines in FOA the reasonableness of the rates 
from time to time? 

Mr. Syran. As I say, we have not fixed the element of fair and 
reasonable. The determination of what a rate is is one that we ap- 
prove or disapprove. ‘That authority has been delegated to me by 
Governor Stassen. 

Mr. Casry. Colonel, I am unable to follow you. You say that you 
do not fix fair and reasonable rates and then you say that you have 
disapproved rates. On what basis do you disapprove them ? 
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Mr. Syran. On the basis of the market. 

Mr. Casey. If you think a rate is unreasonable on the market, you 
disapprove it? 

Mr. Syran. Yes. : 

Mr. Casry. Do you not disapprove it in substance on the basis that 
the rate is unreasonable because it is in excess of the market ? 

Mr. Syran. No, sir, not as the distinguishing features made between 
Senator Butler and Senator Hendrickson where they distinguish be- — 
tween fair and reasonable and market rates. 

In our own statute we had.the sole criterion of determining the rate. 
It was at market rates for United States-flag vessels. So we used, up 
until the enactment of 664, the market as the statutory obligation for 
the determination. That is what we used and we disapproved in ac- 
cordance with it. 

We have continued to operate on the basis of market rates and we 
have not made a determination of fair and reasonable. We may make 
a determination as to what is grossly unreasonable, but to say what is 
a fair and reasonable rate in any one period for the whole coming year, 
under different circumstances, is difficult. | 

Mr. Casey. Well, Colonel, you have pointed out, and I assume with 
a purpose, that there is different language insofar as the shipping sec- 
tions of these various statutes are concerned on the question of the 
rates and when you are required by law to conform to the 50-50 pro- 
visions of the statute in placing your cargo on American-flag ships; 
and as I understand, in one statute it says at market rates for United 
States-flag vessels provided they are fair and reasonable ? 

Mr. Syran. Yes, sir. 

Mr. Casry. And as you have pointed out, that gives you two guides 
for application: First, market rates, and then, secondly, provided also 
that they are fair and reasonable. 

Mr. Syran. That is right, sir. 

Mr. Casey. You have pointed out that in another statute, Public 
Law 778 which is your appropriation, the language of the 1948 statute 
is used which refers to available at market rates. You have gone 
further to point out that in Public Law 664 the phrase “market rates” 
does not apprat, and instead the language is “to the extent such vessels 
are available at fair and reasonable rates” to American-flag tonnage. 

Mr. Syran. That is right, Mr. Casey. 

Mr. Casry. Let me proceed with the question. 

Mr. Syran. I am sorry. 

Mr. Casry. Now, in pointing out that distinction do you perceive 
a different legal effect insofar as your administration of Public Law 
664 from the administration of the shipping sections of these other 
statutes ? 

Mr. Syran. Yes. 

Mr. Casry. Have you received any legal opinion as to the difference 
between those various statutes insofar as your administration is con- 
cerned ¢ 

Mr. Syran. Yes. 

Mr. Casty. From whom was that opinion received ? 

Mr. Syran. From our own General Counsel. 

Mr. Casey. What has he ruled ? 

Mr. Syran. He has ruled this and based on the distinction—we 
didn’t make the distinction, Mr. Casey—it was the distinction between 
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the market rate and reasonable rate which were the distinctions made 


on the Senate floor. 

Mr. Casey. It is in the law? 

Mr. Syran. The distinction is also.made as to why on 664 the words 
“market rates” were stricken out and the words “fair and reasonable” 
substituted, and the colloquy that I have just mentioned speaks of the 
difference, that fair and reasonable were something less than market. 


} Now, what we have done is this on the basis of the legal opinion. 


Mr. Casey. Is this the opinion that you received? Do you have a 


copy of that legal opinion ? 


Mr. Syran. It wasa verbal opinion. or 
Mr. Casey. I would like to know exactly what the opinion was. 
Mr. Syran. Well, the opinion is that we operate on the basis of 


market rates with the secondary qualification as to whether they are 
} fair and reasonable so that we made no radical departure from what 
1 we had been doing before; that is, market rates for American-flag ves- 
i sels with the qualification at such time in the future if we should feel 


that the market rates were becoming unreasonable. 
Mr. Casey. So that your General Counsel has ruled, in effect, that 


} notwithstanding the difference in language among these three statutes, 
} that in substance the intent was to provide the same standards? 


Mr. Syran. Approximately, yes. 
Mr. Casey. And in effect he has then ruled that notwithstanding 


| the language that says “fair and reasonable rates for American-flag 
| tonnage,” that if the market provides a return that is something less 
} than an amount sufficient to cover costs of operation and a reasonable 
} profit that the rates are nevertheless reasonable in the meaning of 


this statute ? 

Mr. Syran. I can’t answer that question, Mr. Casey, with the num- 
ber of items that you have in the question. No question of cost of 
operation came into this question. 

Mr. Casry. Could we have the name of your General Counsel that 


) ruled on this? 


Mr. Syran. I believe it was Mr. Rothschild or Mr. Herter. I don’t 
remember who we got it from. 

The Cuatrman. We want to know. 

Mr. Syran. It probably was Mr. Wolff who made the ruling. He 
is no longer the General Counsel now. 

The Cuatrman. You will find his name today and insert it in the 


) record, will you? 


Mr. Syran. Yes, sir; I will be glad to. 


(Mr. Syran later advised that Mr. Morris Wolff, former FOA General Counsel, 


» made the ruling referred to.) 


Mr. Syran. The cost of operation, Mr. Casey, doesn’t enter into this 


| thing. 


Mr. Casry. We will decide that, Mr. Syran, when the time comes, 


} but I want to know now what your experience has been under Public 


Law 664 since last August. 
_Mr. Syran. The market has been tight in general all along the 
line, but our experience hasn’t been any different under this statute 


§ than it was under the previous statute. 


_ Mr. Casry. Well, have you any shipments of grain at the present 
time from the United States to Yugoslavia ? 
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Mr. Syran. We did. We had shipments of grain all during the 
first part of this fiscal year and, as we ceased the movements, it went 
over to the Department of Agriculture under title I of 480. 

Mr. Casey. And I think you showel me a chart this morning of 
the rates that you paid during the first, I believe, 6 months of this 
fiscal year ? 

Mr. Syran. Yes 

Mr. Casry. Do youl pore saat chart with you? 

Mr. Syran. Yes, sir; 

(The chart ‘ Yugoulevia: hte grain rate” follows :) 
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Mr. Casey. Would you explain exactly what that chart shows? 

Mr. Syran. I think the testimony given by the representative of 
the Department of Agriculture yesterday that the movement to Yugo- 
slavia was roughly in the neighborhood of 125,000 tons a month was 
approximately correct because our own shipments amounted to a little 
over 700,000 tons, which was just about that average. 

Mr. Casry. So that the 700,000 tons for the first 6 months is to be 
supplemented by 425,000 tons from Agriculture ¢ 

Mr. Syran. I assume so. 

Mr. Casey. Is there any other agency shipping grain to Yugoslavia 
now ? 

Mr. Syran. Not that I know of. This chart indicates the highest 
rates that were paid from North Atlantic ports to Yugoslavia. Now, 
if you notice, the blue is the highest rates that we paid in June—July 
of this year for grain to Yugoslavia. That was $10.50; and the high- 
est paid to foreign-flag operators was $7.50. 

In August we didn’t have any foreign-flag vessels at all and we 
used America’s exclusively that month. It was $10.45 or a drop of 
5 cents. 

In September it was $11 for American-flag vessels. In October, the 
highest we paid was $12.10; and the highest that we paid the foreign 
operator was $9. In November we paid $12.75 and for a foreigner 
$10.50. 

Note, please, sir, that in November while we paid a foreign-flag 
operator $10.50, it is the identical price that we paid an American-flag 
operator in July, meaning thereby that the foreign-flag operator 
closely follows the American-flag rate on these. 

In December the highest was $14 that we paid to an American and 
$11.75 to the foreigner; and in January, $15.15. The NSA rate is 
$15.65. 

Now, on the question of fair and reasonable I wasn’t trying to avoid 
your question, Mr. Casey, but you can see here an American-flag oper- 
ator. He took $7.50 in July. Unquestionably that was a low point. 
The market was distressed. The tramp operators as well as the berth 
line operators were having an extremely difficult time the first 6 
months of this year. Admittedly this was a low rate. 

The Cuarrman. That is 1954? 

Mr. Syran. This is the last 6 months of 1954; yes, sir. They took 
$10.45, $12.10. In operating these vessels at $12.10 or a rise of about 

2, is that a fair, and reasonable rate at that time? The market de- 
manded it. Was he losing money or was he making money? Now, 
he comes back the next month and it is $12.75 and again $14; again 
$15. There is a $5 difference. He got roughly $100,000 for his 
voyage. He is getting roughly $150,000 for the same voyage, and 
he still has not reached the NSA rate and we still have not paid that 
rate. The question is what is fair and reasonable under certain 
circumstances. 

Admittedly when the winter came along he would necessarily be 
entitled to a little better fee, and a fair and reasonable fee beginning 
with November should be higher than what it is in August. So that 
the question of what is fair and reasonable is to a great degree depend- 
ent on what the market will bear. 

It is difficult to say at any one time what is a fair and reasonable 
rate because, if we take a service, whether it be shipping or any other 
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kind of a service, and the fee is $10, I might go bankrupt, you might 
break even and “X” might make a profit depending upon the efficiency, 
the skill, the amount of overhead and the other items. 

So that, in my testimony before here, what shall we accept as a fair 
and reasonable rate; a rate at which I, that went bankrupt, can make 
a profit, or a reasonable rate at which the person who makes a profit 
at the same level should be compensated ? 

Mr. Casey. Colonel, have you made any study to determine the 
— of cost of operation among the various tramp shippers? 

r.Syran. No. Ihave not made any test of that. 

Mr. Casey. You speak of high-cost operators and low-cost opera- 
tors. Do you know whether or not the situation is such that there 
is a considerable range, or whether or not they may be all within the 
same close area so far as cost of operation is concerned ? 

Mr. Syran. Mr. Casey, to determine what a rate is, you must take 
« look at the man’s books. 

Mr. Casey. Well, you are only looking at the market. 

Mr. Syran. I am looking at the market, but I cannot take a look at 
the man’s books. - 

Mr. Casry. Do you admit that looking at his books would give you 
a better indication of what the fair and reasonable rate is than looking 
at the market ? 

Mr. Syran. It all depends on whose books I am looking at. 

Mr. Casry. Having lodlisd at no books whatever, I cannot see how 
you are in a position to decide. 

Mr. Syran. I can tell what the traffic would bear on the basis of 
the market. 

Mr. Casry. This NSA rate that you have indicated there, when 
was that rate fixed ? 

Mr. Syran. I don’t know when that rate was fixed, but that was 
probably fixed several years ago. 

Mr. Casey. And what is the significance of that in a rate so far as 
your operation is concerned ? 

Mr. Syran. So far as our operation, it is merely an indication. The 
NSA rate is a rate made by the National Shipping Authority dealing 
with Government-owned vessels for the purpose of making a specific 
job. It has no direct relation to operating costs of individual, pri- 
vately owned shipowners. It is a rate at which the United States 
Government determines that it will offer vessels for use in case of 
emergency. 

Mr. Casey. Do you know how that rate was computed ? 

Mr. Syran. This particular rate I do not know, but I do know how 
some of the rates were computed. 

Mr. Casey. I am talking about this particular rate. 

Mr. Syran. This particular rate, no, but I will say this—— 

Mr. Casry. You mentioned the fact that this was for Government- 
owned vessels. Do you know whether that rate includes any allowance 
for depreciation ? 

Mr. Syran. I have no idea as to the factors that go into the rate 
except that I do know that in establishing those rates they are for 
Government-owned ships and admittedly at least several years ago 
they were acknowledged to be higher than a privately owned Ameri- 
can-flag operator could operate; and the reason for it was that they 
didn’t want to place Government-owned ships when they were in the 
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market in competition with the privately owned operator. That was 
good reasoning. I find no fault with the NSA rate for the purpose 
for which it was intended, but if you try to use the NSA rate as a guide 
as to what the privately owned operator can make, this is proof of 
the fact that despite the stringency of vessels we have yet to pay the 
$15.65 which is the NSA rate. 

Now, question: These operators who came into the business and are 
taking this in the market and this is free enterprise, are they losing 
money at these rates ? 

Mr. Casey. Do you know? 

Mr. Syran. How would I know, Mr. Casey ? 

Mr. Casey. I do not know either, but you Itave mentioned the fact 
that these are world-market rates. 

Mr. Syrran. No, sir. 

Mr. Casey. You said that the statute refers to market rates and you 
have assumed that to mean world market rates. 

Mr. Syran. No, sir; I didn’t say that, sir. 

Mr. Casey. Pardon me, then. What do you construe the statute to 
mean when it speaks of market rates? 

Mr. Syran. We talk about the market rate for United States-flag 
vessels and we have paid that and we have paid that consistently, 
maybe a dollar or two and a half dollars in excess of the foreign-flag 
rate, and recognized that the differential is a justifiable differential. 

Mr. Casgy. Colonel, if the American market rose to an extent that 
the operator was realizing 100-percent profit on his cost of operation 
and that was general throughout the market, and it is not a completely 
unreasonable assumption when we know what happened back in the 
period from 1939 to 1942, would you still consider getting a fair and 
reasonable rate from American-flag ships? 

Mr. Syran. I am sorry, Mr. Casey, I don’t quite get your question. 

Mr. Cassy. Suppose a man is making 100-percent profit on a voyage, 
but everybody is making 100-percent profit. Is that a fair and reason- 
able rate for American-flag ? 

Mr. Syran. I don’t see how 10 wrongs make it right. 

Mr. Casey. Yet your guide would be to pay those rates provided 
they were the market rates? 

Mr. Syran. If they were the market rate and provided that they 
didn’t go to excess. There was a time when we put a ceiling and the 
ceiling at one time was $1 under the National Shipping Authority rate 
at which we declined to pay, and we didn’t approve any. 

As a matter of fact, on tankers there was a time when there was a 
premium of 250 percent over the Maritime Commission rates and we 
stopped when the rate went up to 50 percent above the NSA rate. We 
said that this was an unreasonable market. It was a runaway market. 
It was an unconscionable market. We wouldn’t approve of anything 
above. 

Mr. Casey. Let us go back to the ceiling you put on of $1 under. 

Mr. Syran. For coal it was $1.50 under; and for foreign vessels we 
put it at $3 under for coal and $3.50 for grain creating a difference 
between the two rates because we recognized that the foreign-flag oper- 
ator shouldn’t get the same kind of ceiling as the American-flag opera- 
tor; that there was a difference in operation. 

Mr. Casry. When did you put that ceiling on? 
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Mr. Syran. That was a ceiling that we had in 1949 running to about 
the fall of 1950. Early in January 1951 when we applied to the Mari- 
time Administration for the breakout of ships to move the coal and 
grain program that was generated by the war that was going on in 
Korea, we at that time accepted the flat Maritime Administration rate. 

Mr. Casey. Even though it was $1 in excess of your ceiling? 

Mr. Syran. But the conditions were different. The conditions were 
different. Although we are not in this position now, you have a world 
shortage. This isn’t only a shortage of American- flag ships. The big 
other item that you have is this coal export from the United States. 
We are moving eight or nine hundred thousand tons of coal a month. 
We are now moving 1,500,000 or 1,800,000, almost double the amount 
of coal. That is due to industrial rejuvenation in Europe, increased 
demand for coal, an unforeseeable circumstance as to volume coming 
from the United States with even Great Britain buying coal—the 
old story of “coals to Newcastle.” Great Britain has bought coal with 
her own money. They had a severe winter and are in need of coal. 

Mr. Casey, the total index of even the world market rates has risen 
since 1947 and 1948. I think outside of this war peak we are back to 
that period of 1947 or something of that kind. 

Mr. Casey. Colonel, you have stated, and I believe I am quoting 
you correctly when you said: “I don’t know how to determine a fair 
and reasonable rate.” 

Mr. Syran. I am saying that it is not possible to fix a fair and rea- 
sonable rate at any one time. It is a variable. I can say what is 
unreasonable. Let me illustrate it this way: You go into a shop and 
you buy a package of cigarettes, and you can go to the main shops and 
buy it for 22 cents. You go into a hotel or a club and you pay 25 
cents for the same package of cigarettes. Well, under the circum- 
stances the 25-cent price, as distinct from the 22-cent price, is a reason- 
able price by reason of the circumstances. But when you reach a place 
where they charge you 30 cents, then you know that that is really 
beyond the scope of reasonableness. 

But to begin to say what is reasonable all the time is not easy; nicely 
stated, Mr. “Casey, but extremely difficult of actually fixing, and 


would not be willing to specify that I consider a certain rate as fair | 


and reasonable. I will take the market and the market is some indi- 
cation of what is fair and reasonable, what does the traffic bear. 

Mr. Casry. Colonel, then you heard a letter that was read into the 
record yesterday addressed to Mr. Rothschild from the chairman of 
this committee asking the Maritime Administration to fix the outside 
scope, the outside limits you might say of fair and reasonable rates 
of American-flag tonnage from the United States to Yugoslavia. 
Now, would FOA feel that it should be guided by such a rate if it was 
fixed by the Maritime Administration ? 

Mr. Syran. We would only accept it as a factor. We would, of 
course, consider it. We have always considered the NSA rate. We 
use it even in our graph. We consider it. It is a factor to be con- 
sidered as to the rate, but certainly I couldn’t possibly turn around 
back in July and say— 


The NSA rate is $15.65 and although you bid $10.50 for the business we won't 
pay you $10.50. We will pay you $15.65. 
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Mr, Casey. Do you understand, Colonel, that this rate that Maritime 
has been asked to fix is not what a fair and reasonable rate is? It is 
the rate beyond which the United States Government will go into 
the foreign-flag market and that there is no disposition to interfere 
with the acceptance of bids at less than the rate that is fixed by the 
Maritime Administration ? 

Mr. Syran. Well, Mr. Casey, yes and no. My feeling is this: The 
American tramp operator should be supported and I would be unwill- 
ing to go into the foreign-flag market, say, exclusively to get vessels to 
meet this condition. We haven’t done that. If the vessel isn’t avail- 
able, that may only be a matter of a week or 10 days. In the time 
which is a time when the American operator should be given an ep- 
portunity to participate in the business he has had a tough time. In 
the last 6 months we would take him and employ him. We would go 
out of our way to use him. We have. I don’t think we should go 
from one extreme to the other and shut the door and say “We are go- 
ing into foreign-flag operation,” because it might be detrimental to 
him. It is neither black nor white; it is gray. 

I think the man ought to be given the opportunity to participate. 
There should be competition between the American-flag operators, but 
he should be given the preference not only from the point of view of 
the statute, but as a moral obligation and I wouldn’t shut the door 
on that. 

Mr. Casey. You have heard the documents I read into the record 
at the opening of this hearing? 

Mr. Syran. Yes, sir. 

Mr. Casey. I know the decision is not yours to make, but if you 
can’t get a bid from any American-flag shipper and you have to ship 
grain to Yugoslavia, do you have any other solution ? 

Mr. Syran. No, but there is a tightness of the foreign-flag operators. 
I don’t think it is right for us to announce that we are going to use 
foreign-flag operators because if an American-flag operator is making 
a profit there is a bonanza for the foreigner. 

Mr. Casey. But we are talking about the fact that they cannot get 
a bid. 

Mr. Syran. If you reach the point where you cannot find a vessel 
in these times, it might be difficult to find some foreign-flag vessels. 
I wouldn’t encourage them to come in and bid the price. This is a 
fantastic price of $11.75 as compared to $7.50. 

Mr. Casry. When you make comparisons you have to have some 
knowledge of what goes into the first one before you term it fantastic. 
The only quarrel I have with you, Mr. Syran, is probably with your 
general counsel rather than you insofar as the construction of the term 
with which the provision of Public Law 664 is concerned, when ap- 
plied to the rate at which the United States Government operating 
agency should go into the foreign-flag market. 

Mr. Syran. I think, Mr. Casey, if you have any fault it is not with 
the general counsel, it is with me, because I thought myself “Did I 
have sufficient discretionary latitude,” and my question to the general 
counsel was as to what would be a general guide. He didn’t hamstring 
me on these. The general counsel gave me considerable latitude in 
determination of these things. 
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Mr. Casey. Colonel, in view of the difference in language among 
these three statutes, I feel that we should have some legal interpreta- 
tion of the effect of the language of Public Law 664 and I am going to 
recommend to the chairman that he have your general counsel up here 
to tell us what his interpretation is. 

Mr. Syran. I think we can have that done, but doesn’t it seem logical, 
in view of the fact that we have “market rates,” we have “market rates 
provided they are fair and reasonable,” and we have “fair and reason- 
able” and since the two statutes were signed the same day, that we 
assume that is a combination of the languages of both and we go for- 
ward at market rates for United States-flag vessels provided that they 
are fair and reasonable ; and in view of the colloquy on the Hill between 
Senator Butler and Senator Hendrickson that that is a reasonable 
interpretation of it, what isthe conflict? I don’t see it. 

Mr. Casey. Are you an attorney, Mr. Syran? 

Mr. Syran. Yes, sir, I am. 

Mr. Cassy. Then you arrived at your own independent interpreta- 
tion of the meaning of the provisions of Public Law 664? 

Mr. Syran. Yes, I think we followed it pretty closely. I think I 
felt that I wanted to know whether I had that discretion and I asked 
the general counsel on it and I believe that he indicated that I had, 
and I don’t know if you have a different view, Mr. Casey. Are you 
in conflict with the view ? 

Mr. Casry. It is not my place to have a view at this time. 

Mr. Syran. Do you disagree with the statement that we use the 
combination of both statutes and say “at market rates for United 
States-flag vessels provided they are fair and reasonable,” which means 
that we use the market rate and at a point above which it may be 
unconscionable or unreasonable we place a ceiling? I don’t see it. 

Mr. Casey. What is your background in shipping, Mr. Syran? 

Mr. Syran. I did admiralty law from about 1930. I got out of 
school in 1926 and had direct experience in transportation and shipping 
as well as making appearances before the Interstate Commerce Com- 
mission and the Maritime Commission. 

Then, later on when I went into the Army in 1941, having been a 
Reserve officer since 1922, I was Chief of Ocean Traffic during the war 
for the Department of the Army. Later I went to the Maritime Com- 
mission and spent a year and a half there. Later I went out to the Far 
East. I was on General MacArthur’s staff there in connection with the 
rehabilitation of Japanese shipping; and I have had this task. ' 

Mr. Casry. Do you feel, in view of your background in shipping, 
that it would be desirable to have one agency fix fair and reasonable 
rates under Public Law 664? 

Mr. Syran. That is not for me to say because this is a statutory 
obligation and the statute says that the responsibility is on each in- 
dividual agency to operate that. As the thing stands now I think it 
is quite satisfactory. The NSA rate for what it purports to be is a good 
thing. It isa good thing. It isa good guide. We use it as a guide. 

Mr. Casey. I don’t see in the statute where it says it is the respon- 
sibility of each agency to fix the fair and reasonable rates? 

Mr. Syran. Well, it says here: 


The appropriate agency or agencies shall take such steps as may be necessary 
and practicable to assure that at least 50 per cent of the gross tonnage of such 
equipment * * * 
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Mr. Casey. In other words, it is made the responsibility of the 
appropriate agency to see that 50 per cent of the cargo goes on 
American ships? 

Mr. Syran. Yes, with all the fringe items. 

Mr. Casey. So that in sum, your administration of this provision 
of Public Law 664 has been and will continue to be that you will make 
your own appraisal of the market rates and, if you feel that the bids 
are too high or that they are pushing the market up too high, that you 
will reject those bids? 

Mr. Syran. That is substantially so, but again I wouldn’t like to 
be as precise as all that, Mr. Casey. There are a lot of other factors 
that we would take into consideration. But we have operated at 
market rates for United States-flag vessels. There is competition 
between the American-flag operators. It is a healthy condition to 
have this competition. We are guided by this competition. 

The market for United States flag vessels is a real one. We would 
like to listen to that. We wouldn’t want to have a fixed price. It is 
proper that there should be competition so we listen to it. A varia- 
tion is bound to occur, but we would like to be in the position where, 
by reason of tightness of the market and the availability of ships, the 
market will rise and no additional ships will come into being, into the 
main pool. Actually, what we are talking about here is about 70 ships. 
That is all we are talking about, 70 Liberty-type tramps. Yet the 
effect of this is considerable in the world market. 

For example, in 1950 when the market rose very substantially the 
steel companies, United States Steel, Republic, and Bethlehem were 
having difficulty in getting vessels to bring back ore and where they 
had been paying $2 or $3 a ton they were required to pay $5 a ton 
because it was more advantageous for operators of any flag to move 
back and forth across the Atlantic and pick up coal and they couldn’t 
afford to go up to Narvik and pick up iron ore. They had torhave 
some assistance at that time. An increase in that rate, very high, 
would increase the costs of the ore coming in here and might make a 
difference of price over here. 

This is a global affair and has its effect and I think myself that the 
foreign-flag operators are constantly creeping back. 

So, coming back to your question, we will take a lot of factors into 
consideration at the time that we make the decision. It is a matter of 
judgment. Reasonable men may reasonably differ at certain times. 
It is a matter of judgment. We try to do the best that we can. 

Mr. Casey. Is it possible that the failure to get bids from American- 
flag tonnage today is due to the absence of any indication on the part 
of the appropriate agencies of the Government as to what a fair and 
reasonable rate is ? 

Mr. Syran. Not necessarily, because if you have 70 ships and you 
have cargoes for 120 there is a pure matter of supply and demand. 
The rates may go to the sky but you are not going to get any more 
ships on the subsidies that are available. There is where the matter of 
unreasonableness comes in. If you look at all 70 employed and then 
you have some terrific rates come up and you have need for movement 
of additional cargoes, then judgment indicates that you go out and get 
a few foreigners to fill out. ' 

Mr. Casey. That is what I am coming to, Colonel. Having in mind 
that we have only 70 tramp ships left in the fleet and in view of the 






















































58 ADMINISTRATION OF 50-50 LAW 


volume of your program, coupled with the volume of the agricultural 
program, are we fast approaching the stage where the rates of all 
American-flag tonnage will rise to such a level that it will be impos- 
sible to adhere to the 50—50 provision ? 

Mr. Syran. Yes, that is within the realm of possibility. We are 
on it. Weare right on it. That is true, but at the same time that con- 
dition again may change in the matter of a few weeks. I would be 
unwilling to say disregard the 50-percent provision for any prolonged 
period. It might be all right for a week or 10 days or 2 weeks and 
then go on. 

The CHairman. Colonel, you say it might change so rapidly. Now, 
what is the tonnage in your program for the next 6 months? 

Mr. Syran. I can’t give it to you. 

The Cuarrman. What is anticipated ? 

Mr. Syran. Mr. Chairman, these are a matter of negotiation. 

The Cuarrman. What was your tonnage in that 6 months for which 
you had that chart here? 

Mr. Syran. We have that. 

The Cuatrman. Do you have total tonnage figures ? 

Mr. Syran. In the July-December period we had 1,500,000 tons of 
bulk cargoes. 

The Cuatrman. That was July to December of last year ? 

Mr. Syran. 1,500,000. It is a summary of coal and grain and some 
miscellaneous scrap. 

The CuarrmMan. That was 1,500,000 tons ? 

Mr. Syran. Yes, sir. 

The Cuatrrman. Now, then, what decrease did you anticipate in the 
succeeding 6 months? That was for the last 6 months of 1954? 

Mr. Syran. Yes, sir. 

The Cuarrman. You have to schedule a program for the 6 months 
of 1955. What was your anticipated program ? 

Mr. Syran. The anticipated program, Mr. Chairman, isn’t readily 
figured out as long as 6 months in advance. 

The Cuatrman,. For how long could it be figured ? 

Mr. Syran. About 3 months. 

The Cuarrman. That is good enough for me. What is your antic- 
ipated program for January, February, and March of 1955? 


ad oe. 


Mr. Syran. I would say roughly about 2 million tons. n 
The CyarrmMan. Two million tons. Now, you had 2 million tons. 
You knew that the Department of Agriculture was coming on the 
market with their program. o 
Mr. Syran. Yes, sir. ; 
The CHatrman. Was there anybody else on the market with a — 
program ? h 
Mr. Syran. No, sir; but we didn’t know when Agriculture was f 
actually going to go into the market until after the Attorney Gen- 
eral’s opinion. 
The Cuatrman. When was that? " 
Mr. Syran. Although dated the 15th of December, the Attorney i 


General’s opinion wasn’t published until sometime between Christmas 
and New Years. ; 

The CuarrmMan. Well, you knew it in December, did you ? 

Mr. Syran. The last week in December ; yes. 

The Cuatrman. You knew it in December ? 
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Mr. Syran. Yes, sir. 

The CuarrMan. And Maritime knew it in December? 

Mr. Syran. Yes, sir. 

The Cuatrrman. And Agriculture knew it in December ? 

Mr. Syran. Yes, sir. 

The Cuarrman. And did you mean literally to tell me there is a 
world shortage of all tramp operations at the present time ? 

Mr. Syran. There isa stringency of tonnage. 

The Cuarrman. That is all. Just say you knew it. There is? 

Mr. Syran. Yes, sir. 

The CuarrMan. Both domestic and foreign ? 

Mr. Syran. Yes, sir. 

The Cuatrman. Now, all three of you knew this situation existed ? 

Mr. Syran. Yes, sir. 

The Cuatrman. And you knew this cargo was going to be moved ? 

Mr. Syran. Yes, sir. 

The Cuatrman. And you knew if you stopped to think about it that 
it was more cargo than the American tramp vessels could move, their 
proportionate part of it, in that period of time ? 

Mr. Syran. Yes, sir. 

The CuarrMan. Is there any collaboration at all between the three 
agencies ? 

Mr. Syran. Yes. 

The CuHatrman. What happened? Did you discuss, did you talk in 
the light of the fact that Maritime Administration transferred some 
60 vessels to foreign flags during this period ? 

Mr. Syran. Yes, sir, I did. 

The Cuatrman. Did you protest the transfer ? 

Mr. Syran. That is not my jurisdiction, but I did do this: I did 
go and see the Chairman of the Federal Maritime Board around the 
14th or 15th of December, even before the Attorney General’s opinion 
came. I talked to him about it. He was quite understanding. He 
was extremely helpful and I think in the matter of about 3 or 4 days 


| thereafter he suspended the matter of transfer to foreign flags. 


The CuarrmMan. In December ? 

Mr. Syran. Yes, sir. 

The CuHatrman. Did he not transfer some in January? Did he 
not transfer one yesterday ? 

Mr. Syran. Again that is not my jurisdiction. 

The Cuarrman. Did you come here and talk about all your experi- 
ence back here with the Army and everybody else ? 

Mr. Syran. Yes, sir. 

The Cuarrman. In transportation. And another gentleman came 


) here from Agriculture yesterday and he is an expert in transportation. 


1 do not want to be rude about this thing. 
Mr. Syran. No, sir, you never are. 
The CHarrmMan. But it does appear to me that Government repre- 


} sentatives and men employed in Government agencies for the welfare 
Sof the Government would feel that they had some responsibility, if 


they all had the same pigeons flying around to correlate their pigeons, 
and see in which direction they are going to fly them. 
Mr. Syran. I understand, Mr. Chairman, and I think we did some- 


pthing. 
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The Cuarrman. You say you did not warn the Maritime Board that 
this situation might occur ¢ I 
= Syran. I told the Maritime Board and the Maritime Board 
acted. 
The Cuarrman. He acted. He kept on transferring, did he not? ‘ 
Mr. Syran. Within the matter of 3 days he suspended. 
The CuHarrman. You said he suspended. He transferred one yes- y 
terday. There is not much suspension in that, is there? 
Mr. Syran. I can’t say what he did, but he was cognizant of it. He 


was understanding. ‘ 
The Cuairman. Have all of you ever had a meeting? You are in y 
one agency giving away, Agriculture is in another agency giving away, 


and we have to pay the freight. When did you and Agriculture get 7 ;, 
together last and discuss this problem ? 

Mr. Syran. I would say the conversations with Agriculture have — 
been almost on a daily basis because they were acting as agent for us e 
in the movement of the grain; and I would say on a daily basis. or 

With the Maritime people on this matter, I think I spoke to Mr. 
McGuire several times. As a matter of fact, I think he called me once E 
himself. I later talked to Mr. Rothschild. We were aware of it. I f 
don’t think that there was any lack of coordination, Mr. Chairman, | 
between the agencies. 

The Cuarrman. If these ships had not been transferred would this 
situation have arisen? 

Mr. Syran. Well, let me put it this way 

The Cuatrman. I want your opinion about it. Bx 

Mr. Syran. With this condition: I think if it is a world shortage, tl 
it doesn’t make any difference whether they move from one flag to the | 
other. : 

The Cuarrman. And it does not make any difference, as this testi- " 
mony shows, what the price is? 

Mr. Syran. No, it does make a difference as to the price. 

The Cuairman. Was there not testimony here that they could not — 








get American-flag vessels at any price ? = 
Mr. Syran. Well, American-flag vessels mv 
The Cuarrman. If what I have heard here testified to is a fact, J oo 
then the American merchant marine is not in the dire condition which @ }, 
has been pictured here before this committee during the last 6 months. W 
Mr. Syran. I think it has been doing very well. It is improving. | 
The Cuarrman. It convinced this committee some time ago that they | gj 
were all about to starve to death. th 
Mr. Syran. They were in difficult condition. 
The Cuatrman. We put out almost a WPA bill here. WwW 


Mr. Syran. Mr. Chairman, they were telling the truth. They did ¥ };} 
have a tough time. 

The CHatrrMan. When does the truth hold ? 

Mr. Syran. Again, nobody could foresee in August what the situa- tel 
tion was. Conditions were bad in the first 6 months. | 

As a matter of fact, in August I called Mr. Rothschild and said this 4 gg 
to him when I notified that there was transfer of flag. I said to him, : 
“Did these operators who were transferring flag from United States 
to Panamanian principally know they would not be eligible for financ- & yo 
ing FOA cargoes. of 
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“If we are following the American-flag we cannot follow the 
Panamanian flag. 

“So we would not finance Panamanian flag.” 

I brought that to his attention and he said, “Yes, they know it and 
are aware they would not be eligible for FOA financing.” 

The CuatrMan. Where is this big movement of commerce going? 
What is it ? 

Mr. Syran. It isa worldwide affair. 

The Cuarrman. The reason I am interested is that it might not be 
so important to this very subject, but we are still helping a lot of people, 
you are, around the world. 

If they are getting so healthy in this commerce, they must be healthy 
in their domestic conditions at home. 

Mr. Syran. That is true. 

The Cuarrman. Where is all this commerce? Why are we carrying 
on all this aid to these foreign countries if all that you picture here is 
true ¢ 

Mr. Syran. Mr. Chairman, the day for massive aid to the main 
European countries is over. What we really have today are programs 
for Spain, Yugoslavia, Greece, and Turkey, and in the Far East. 
Programs going to other countries is pipeline stuff. 

The CHatrMan. That ought to be cut off. 

Mr. Syran. It has been. 

The CHarrMan. Yes. 

Mr. Syran. The coal, for instance, that is going to U. K. is on these 
so-called triangular transactions. Much of the coal they are buying 
themselves and paying for themselves. 

Actually it was an encouragement in connection with the mining 
industry in this country. 

The Cuarrman. I want to ask one more question. 

Mr. Syran. Yes. 

The Cuarrman. Are you going to recommend the breaking out of 
any ships from the reserve fleet ? 

Mr. Syran. If we find that there are inadequate American-flag 
vessels, if we find that the cargo cannot be moved by foreign-flag ves- 
sels, then we would be prepared to make such a recommendation. We 
have not yet made it. We have just discussed matters with Maritime. 
We have ground rules laid out for that eventuality. 

We don’t want to do it if we don’t have to do it, but there is an 
element of programing if the volume remains at this high state and 
there is need for it. 

} I think that if we weather the storm up to about March or April 
When the summer marks come in, it may not be necessary. We don’t 
like to disturb it. 

The Cuarmman. Mr. Allen. 

Mr. Auten. Colonal Syran, I would be curious to know if you can 
tell us the flags of the foreign ships that you use. 

Mr. Syran. We mostly use, and our instructions are FOA country- 
flag vessels. 

We do not finance Panamanians, Hondurans, and the like. 

I think that we may have, 2 or 3 years ago when the market was 
very tight, used 2 or 3. I think that probably less than 10 in the history 
} of our agency were used. It was very small. 
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I don’t think we have had any for the last 2 or 3 years because we 
are concerned with the American-flag operator and we are concerned 
with the FOA country operators, because, and I think vou brought it 
out yesterday, Mr. Allen, they are taxpayers. They make a contri- 
bution to the economy of the specific countries. 

The Panamanian does not with substandard labor standards, no tax 
benefits. It isa flag of convenience. 


I might say that if we really had a bona fide Panamanian come in - 
actually owned by Panamanian citizens, we might consider that in a 
different light. 

‘ inet Are these FOA ships in the main the Scandinavian and 4 
ritis 

Mr. Syran. They are the Scandinavian countries, the British, the 
Danes, the Dutch, yes. Those are the regular maritime countries. ¥ 

Mr. Atten. What percentage of Yugoslav ships are used ? i 

Mr. Syran. Practically none that we have used except on their own b 
programs. The Yugoslavians put their ships on their own program. 

Mr. Aten. I think you made one other statement on which I would b 
like youtoenlarge. You said that the difference paid to the American- tl 
flag operator above that to the foreign was justifiable. Why is it m 
justifiable ? b 

Mr. Syran. The difference between a foreign-flag and American- I 
flag operator ? au 

Mr. Auten. Yes. It 

Mr. Syran. Because of the increased cost that the man has. aul 

Mr. Atien. Do you consider in part of the justification the return 
to the American Treasury of the wages paid to the American operators ? | 

Mr. Syran. Not exactly, Mr. Allen, but we do recognize the fact, @ a 
as I indicated a moment ago, that these are taxpaying people and that en 
there are certain advantages to the United States in the use of Ameri- | 
can ships quite aside from the patriotic viewpoint and there is also @ w« 
a similar advantage to the maritime countries in dollar earnings that | | 
they have. | 

As to the tax benefit while we recognize that it is a fact and that the the 
American operator pays, we can’t actually put our finger specifically @ sp 
on each of the items because that would affect practically all industry ; 
whether coal or grain or machinery, because all of these products are @ loa 
bought in the United States and they are all American industries. ] 

Mr. Auten. I was a little critical yesterday of the methods which @ do 
were used by the Department of Agriculture in placing the cargoes ] 
and turning over to the foreign countries the matter of making ar- 9! 
rangements with American operators. tha 

I would be interested in your opinion as to whether, had you been } 
placing the carriage of this 800,000 tons, you would have gone at it in @ to 1 
the same way that they did. wh 

Mr. Syran. That would depend. ope 

Mr. Auxen. I will concede that it is an unfair question. If you \ 
do not want to answer it, that will be all right. \ 

Mr. Syran. I would say, Mr. Allen, that I am unaware of the NV 
factors that they had under consideration at the time that they made — take 
their decision, so I wouldn’t be able to know. a 

Mr. Atten. Would you ordinarily in shipping grain attempt to | ra 

dc 


breakdown the parcels so that a percentage would move in the berth 
liner? 
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Mr. Syran. Yes, sir; we have done that and so far as we know, we 
have always felt that the berth liner operators, that some of these 
commodities are essential to them. 

We have, so far as I know, kept them full. We have gone out of 
our way actually to even split cargoes so that the berth liner operator 
would have a cargo. 

Mr. Auten. Is the foreign government or the agent of the foreign 
government dealing with American shipping likely to do that? 

Mr. Syran. Not likely, sir; no. 

Mr. Auten. He is far less likely than an American agent would be? 

Mr. Syran. Yes, sir. We would have to do that. They wouldn’t 
do it themselves on that basis. 

Mr. Auten. Would you have an opinion as to whether, with a 
greater degree of anticipation and a greater desire to fill the berth 
liner ships, more of this cargo that has moved would have gone to 
berth line ? 

Mr. Syran. I doubt that. I think they are full, Mr. Allen. I don’t 
believe that there is any more space. I think the only single element 
that might come through is on the matter of the Export Lines in the 
matter of Yugoslavia where there was some preference for the non- 
berth line operator because of difficulties in discharges and time; but 
I think in the main we have made the effort that grain going to any 
area which is serviced by an American-flag operator, that operator got 
it and I think the door has always been open that if in instances they 
are not getting it we are always glad to render assistance. 

We have no complaint of any kind from any operator that I know of. 

Mr. Aten. Have you ever had any difficulty with the unloading of 
a berth-line ship in the Yugoslavian port that would not be experi- 
enced by a bulk ship ? 

Mr. Syran. Except the time element, the delay as to how long it 
would take to discharge it. 

Mr. Auten. Would it take less? 

Mr. Syran. On the tramp vessel its sole cargo is the grain and 
they can take it in routine as they can, whereas the berth line has a 
special schedule and it would take a long time. 

They have indicated themselves a preference to have it in full ship- 
load lots rather than partial. 

Mr. AuiEen. It would be the time at sea rather than the time at the 
clock ? 

Mr. Syran. No, sir; it isthe time at the port. 

Mr. ALLEN. Would the time at the port be longer for the berth line 
than for the tramp ? 

Mr. Syran. Yes, they would like, for instance, to have the facility 
to take their time in discharging the vessel, the grain vessels in bulk, 
whereas they would be required to give prompt service to berth-line 
operators that has to make a continuous schedule. 

Mr. Auten. Then the berth line would be there for a shorter period ? 

Mr. Syran. Yes, if the facility to discharge it rapidly was there. 

Mr. Auten. The berth line would have a smaller partial cargo and 


| take less time at the port ? 


Mr. Syran. Yes, and the point that you make, Mr. Allen, is a good 
point. It is a matter of preference. I quite agree with you that 
[ don’t always concede that there is this great difference. 
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Mr. Auten. I understood yesterday, possibly erroneously, that they 
did not like the berth line to delay the full cargo. 

Mr. Syran. Yes, there have been several instances. We had an 
instance in India where they were vehement in their opposition to 
berth-line movement, a long list of explanations, not high level, but 
low-level group operating the terminal. We said that there was some 
justification for their comment, but on the other hand, they were not 
so difficult to overcome that they could turn down full shipload lots. 

So that, we encouraged them to take full shipload lots and they took 
them and it worked out all right. 

Mr. Auten. If the shortage of ships should develop to the point 
where no ships are available, foreign or domestic, would you have legal 
authority now to break out ships from the reserve fleet ? 

Mr. Syran. In our basic statute we did it before. We have the 
responsibility of seeing that the programs are actually moved and 
we have the financial capability of paying for the cost of transporta- 
tion. It is pretty wide. 

We would have the authority to ask the Maritime Administration 
to break out ships and I think that, as we did before, we would lay 
out the detailed facts as to the programs justifying such an action. 

Mr. Auten. How would they be operated ? 

Mr. Syran. They would be operated presumably, and this is merely 
guessing, on my part, as on a general agency by the National Shipping 
Authority of the Federal Maritime Board. 

Mr. Aten. Thank you. 

The Cuarrman. Mr. Robeson. 

Mr. Roseson. May we refer to that rate chart again. 

Mr. Syran. Yes, sir. I can make some charts. 

Mr. Roprson. That was all right. 

From August-September on the rates rose? 

Mr. Syran. Yes, sir. 

Mr. Roseson. Did not Mr. Stassen announce some 10-million-ton 
program in August and again in September- Did that have a psycho- 
logical effect ? 

Mr. Syran. It had a psychological effect, it is true, and coal began 
to move. 

Mr. Roseson. Was there any such program ? 

Mr. Syran. There is a goal of 10 million tons to be moved, but — 
again we get into the business of selling it for local currency. It has | 
to be sold. 

Mr. Roseson. Is any of that moving this year? 

Mr. Syran. Yes, sir. 

Mr. Ropeson. Say from January to now? 

Mr. Syran. Yes. 

Mr. Roseson. How many tons would you say ? 

Mr. Syran. I guess it was something around 1,600,000, 1,700,000. 

Mr. Roseson. Since January? 

Mr. Syran. I think that is since some time around November or 
December. That is in the pipeline right now, but the countries them- | 
selves have also come in and come in for substantial amounts of coal — 
over and beyond what they had normally bought during the winter 
months from the United States. 
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‘Mr. Ropeson. That is what I understood you to say. So that the 
10-million program there was mostly a promise, but not actually 
planned in effect ; was it ? 

Mr. Syran. No, because Governor Stassen made the statement that 
the goal was to export 10 million tons of coal. Effort then was made 
to actually go out and dispose of the coal for sale. 

This was a selling job to the individual countries. Sales have been 
made and are continuing to be made. 

Mr. Roseson. Is there any hope that 10 million tons will be bought ? 

Mr. Syran. I am not versed in the actual demand, of the quantity 
and demand, but there is a possibility, of course. It wasa goal. They 
were trying for that goal. 

Mr. Rozeson. Then what that did was help jack up all those classes ; 
was it? 

Mr. Syran. When the announcement was made obviously it had 
an effect on the market. I quite agre@, and the movement itself had 
an effect. 

Mr. Roseson. That raised the prices on what we were giving away 
and what we were selling, and what the commercial people were 
selling ? 

Mr. Syran. That iscorrect. It is bound to happen. 

Mr. Rosrson. It did not seem to me that that was a very smart 
play. Maybeit was. I donot know. 

Mr. Syran. I don’t know. 

Mr. Roserson. I thought maybe that contributed to our problem. 

Mr. Syran. You well know that it did, Mr. Robeson, but if you 
remember what happened here when the statement was made, the 
actual rise in between here was rapid and then began to quiet down. 
It rose. 

Mr. Rosrson. It rose a little more as you went along? 

Mr. Syran. A little bit. There was an effect at that time. 

The statement itself is that there was even an increase in the number 
of fixtures. They began rising. 

Mr. Roseson. Then you did actually move some coal under that 
program right in this period where it was tightening up? 

Mr. Syran. That is correct. 

Mr. Roseson. Then the people that were actually selling the coal 
were moving in on an accelerated movement, too? 

Mr. Syran. That is correct. 

Mr. Roseson. Then world commerce was picking up, too? 

Mr. Syran. That is absolutely right. No one thing. The problem 
with respect to the grain, no problem. The coal by itself, no problem. 
Increase in trade, no problem. 

But when all of those come in at one time, as you have indicated, 
that is when your difficulty comes in. 

Mr. Rosrson. That is what made me ask this question because it 
seemed to me that that was a gratuitous shot in the arm, that we did 
not need that shot. 

Now, I have the same worry that the chairman has. What about 
our American merchant marine? You mean that we do not have 
enough ships; is that right? 

Mr. Syran. At the moment it has that appearance that there are 
not enough American-flag ships to move the 50 percent. If we keep 
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them employed we will keep them employed for as long a period as 
necessary. Maybe it will fall off. 

I think back in 1951 all American-flag vessels were employed Janu- 
ary, February, March. We went in and took some foreign-flag vessels. 
The actual number when we got the percentage for that 3-month 
period was, I think, 47 percent United States-flag vessels. 

I called Mr. Weichel and told him that for the first 3 months of 
the period we were going to declare nonavailability for the past 3 
months, but we were keeping our eyes to the future 3 months. 

Mr. Rosrson. That interests me, too. We cannot project our minds 
to the future. Whatever we do we have to do while we are in session. 

Mr. Syran. Yes, sir. 

Mr. Roseson. Time runs out. 

Mr. Syran. Yes, sir. 

Mr. Rosrson. When do you anticipate is the future? 

Mr. Syran. I think myself that although we are tight right now 
that with the coming on of the spring weather, with better weather 
and the summer marks coming in, we might make out all right. That 
is the way it looks. 

Mr. Roseson. Do you not anticipate that this world demand will 
hold up? Will it get better? 

Mr. Syran. It will, sir. I believe that it will. But again, when 
the summer marks come in and the better weather comes around, 
you almost have, say, 20 or 25 percent greater carrying capacity with 
the fleets of the world than in the winter months, so that you have a 
potential increased supply of vessels by reason of changing weather 
and the season. 

Mr. Roseson. You can anticipate, then, that the operators will 
acquire more ships if they are available? 

Mr. Syran. You mean shippers would acquire more? 

Mr. Ropeson. Yes. 

Mr. Syran. Yes; they would get greater service out of the same 
number. 

Mr. Ropeson. I mean additional vessels. 

Mr. Syran. Yes, sir; there would be more vessels available in that 
sense. 

Mr. Roseson. Do you think there will be? 

Mr. Syran. In that sense, if the program maintains its level. If 
the program rises more than what it is today, then the condition will 
remain just as it is. 

Mr. Ropeson. I have one other question. Then it would appear 
to me from your analysis that the Government does not need to be too 
concerned about the people operating ships right now. They are 
doing well; is that right ? 

Mr. Syran. At the moment, yes; but again, sir, they do require 
attention because this is a peak-and-valley, up-and-down affair. 

They were in the doldrums the first 6 months of the year 1954. 
We hope that there will be enough business for them to go along this 
way in the oncoming months, but depending on the amount of coal 
that is being shipped, depending upon the amount of grain that 

aan is shipping, depending upon the general level, nobody 
ows. 

Mr. Rosson. The prices seem to be approaching each other, the 
world price, and the price of the American vesel. 
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Mr. Syran. Yes, sir. 

Mr. Rosreson. Then it looks from that that they are approaching 
a competitive position regardless of the higher cost of American 
vessels. 

Mr. Syran. That is right, and I think when I mentioned in my 
earlier testimony before this committee in June of last year we have 
had instances where the foreign-flag vessels have been fixed for the 
movement of cargoes in excess of an American tramp. There have 
been few instances, but it has happened. 

Mr. Roseson. That is getting to be a problem. 

Mr. Syran. Yes; it is. 

Mr. Roseson. It is more involved than your problem ? 

Mr. Syran. Yes, sir. 

The Cuarrman. Mr. Ray. 

Mr. Ray. Mr. Chairman, I would like to go back to that discussion 
of fair and reasonable rates. 

Mr. Syran. Yes, sir. 

Mr. Ray. As I look through the record there was an amendment 
proposed in the Senate to strike out “fair and reasonable rates” and 
insert “market rates”. 

Mr. Syran. Yes, sir. 

Mr. Ray. That amendment was rejected. 

Mr. Syran. Yes, sir. 

Mr. Ray. The bill came to us and was passed with “fair and 
reasonable”. 

Mr. Syran. Yes, sir. 

Mr. Ray. If I understand that, your practice is to treat the market 
rate as the test of reasonableness and fairness. I am not questioning 
that. 

Mr. Syran. Yes, sir; the rate for American-flag vessels. 

Mr. Ray. So that we have a law which is stated in terms of “fair 
and reasonable rates”, and which was passed after rejection of a pro- 
posed amendment which changed that to “market rates” and still we 
are being governed by market rates ? 

Mr. Syran. We are being governed by both, sir. We are being 
governed by the market rates provided same are fair and reasonable 
on the ground that the record indicates that in striking out they struck 
it out on the ground that fair and reasonable rates were perhaps some- 
thing less than market rates. 

They were fearful that market rates might actually exceed fair and 
reasonable. 

For example, if you have 80 cargoes, sir, and you have 70 ships and 
there is competition, the buyer for the service is in a tight position. 
He will pay whatever the traffic will bear to get a vessel competing 
with other suppliers. 

The rate than by competition of bidding, because of the desire to 
secure the service, might actually go twice the current going rate. 

The fear then, was, and it is true, that that might be the market 
rate, but it certainly was grossly unreasonable. 

Mr. Ray. I found nothing in the record that would indicate what 
the difference was that was in the minds of those considering the 
problem, but it does seem clear that there was a difference. 

Mr. Syran. Yes, sir; I think that the record on that page indicates, 
and I don’t know whether it was Senator Hendrickson or Senator 
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Butler who made the statement, that they wanted to leave the words 
“fair and reasonable” on the ground that it would be at a less cost to 
the taxpayer than the market rate. 

I think that is the wording. 

Mr. Ray. There was some general discussion there, but Senator 
Butler said he did not regard the difference as very important. Then 
the rejection came at a later page. 

Mr. Syran. It says: “Mr. Hendrickson” here. 

Mr. Ray. At page 7784? 

Mr. Syran (reading) 


Mr. Butter. The change was made after hearings were held on the bill. We 
did not consider it important. The bill is more acceptable to certain people who 
appeared before the committee. 

Senator HENpRICKSON. Will not the market rate be very costly to the tax- 
payer as compared to the fair and reasonable rate? 

Senator Butier. It may possibly. The bill covers only cargoes which are 
made for or owned by the United States Government. 


There is another piece in there with Senator Williams and Senator 
Knowland. This is on our own bill. This is on page 11961 of July 
29. Thisis the Presiding Officer with Mr. Williams: 


Senator Wiii1aMs. Mr. President, this section of the bill as put in by the For- 
eign Relations Committee provides 50 percent as near as practicable of the ship- 
ping will be in American ships. I agree with the principle of that provision. 
However, in the past we have had the experience that after the enactment of such 
legislation and the passage of these bills the shipping rates on the particular 
products involved may have trebled or doubled in many instances. It surely was 
not the intention of Congress that any such advantage should be taken of this 
proposal. Therefore, I am suggesting this amendment, the purpose of which is 
to indicate that it is the intention of Congress that such shipping rates should be 
fair and reasonable. I have discussed the amendment with some of the members 
of the committee and I understand it is in line with their intention. 


Mr. Ray. That is the same bill. 
Mr. Syran. No; that is 665. 


Mr. Ray. So far as this bill is concerned, we had the rejection of 
“market rates.” 


Mr. Syran. ‘That is right, sir. 
Mr. Ray. And the insistence on “fair and reasonable rates.” 


Mr. Syran. Yes, sir. ] 
Mr. Ray. I just want to make sure I am correct that your established 
standard for determining fair and reasonable is that the rate is not s 


in excess of market rates. 

Mr. Syran. No, sir. I am sorry. I didn’t make myself clear. I 
say that we take the market as a going rate, but, if we should see that 
there is a very sharp rise in the market, we begin then to say that that 
may be an unreasonable rate despite the market. 

At the moment, however, we are still going on the market. We may 
place a ceiling on what we will pay and on the basis that any prices 
in excess of those are unreasonable. 

At the moment, as Mr. Casey indicated earlier, we are taking the 
NSA rate of $15.65 as the maximum. We haven’t declared yet that 
that is the peak that we will pay. We may dothat. 

I don’t want the very fact that I am making that statement to create 
a situation in the market within the next hour where they might even 
defer to raise it to that point to prove that Iam wrong, which they may 
well do in the next half hour. 

Mr. Ray. That is all, Mr. Chairman. 
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Mr. Syran. Thank you very much. 

The CuarrmMan. Mr. Robeson. 

Mr. Roseson. No questions. 

The CuHatrrMAN. Have you any questions? 

Mr. Casey. I have just two questions. 

Is there any reason why any FOA cargoes should be delayed by 
reason of the provisions of Public Law 664? 

Mr. Syran. No, sir. 

Mr. Casey. Any indications that the operation of the 50-50 law 
has caused a delay in shipments abroad is an erroneous impression ? 

Mr. Syran. It may, but it has not and is not now interfering with it. 

Mr. Casey. Could it in the future ? 

Mr. Syran. It might. That is speculation. 

Mr. Casry. I mean the law was so worded that it would never oper- 
ate to create a delay ? 

Mr. Syran. Precisely. It says “If available.” 

Mr. Casey. If not available they can ship on foreign ships? 

Mr. Syran. That is right. It should not create the condition. There 
is nothing that disturbs the statute. The statute is sufficiently flexible 
to allow the movement of the cargo without frustration of the pro- 
gram, without interfering. 

The statute is not responsible for it. 

Mr. Casey. I think in response to a question of Mr. Robeson you 
indicated that, under the present circumstances in shipping, the Amer- 
ican-flag tramps are fast approaching the state where they will be 
able to compete profitably with the foreign tramps notwithstanding 
the difference in cost of operation. 

Mr. Syran. No, sir; except for the aid. I didn’t mean to pass that 
impression. I am sorry. 

What is happening is that the foreign-flag rates are coming up to 
the point in the general direction of the American-flag operator. 

Mr. Cassy. Do you have any idea of how much it costs to operate 
a foreign tramp as against an American tramp ? 

Mr. Syran. I couldn’t possibly make a general classification of that, 
Mr. Casey. 

Practically every nation has a different standard. There are all 


= sorts of aids and assistances to individual persons. 


For instance, you take a Japanese vessel and a man may get $10 
a month. If he is married he gets $15. If he is married and has two 


@children he gets $25. If they go to school he gets $50. 


Most of that is subsidized by the Government and does not appear 


Son the payroll. It isawfully hard, sir. 


Mr. Casey. That is all. 
The Cuarrman. Well, is the lack of American-flag tramps the rea- 


#son for this foreign rate going up? 


Mr. Syran. No, the whole general market is on the rise so that, 
although I think the rise in the American-flag rate has been more rapid 


@because of the lesser number available, it is a general rise. I have this 

plittle chart which came out of the Journal of Commerce that is pub- 

plished frequently indicating the actual rise and it is a good index. 

@This z put out and shows a general continual rise from these low 
periods. 


That isa very good chart. 
The Cuarrman. I would like for that to be put in the record. 
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(The chart referred to follows :) 


ae Tramp Ship Rates 
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The Cuamman. Are there any further questions by the committee! | 
Thank you very much, sir. 
Mr. Syran. Thank you very much. 
The Cuamman. The next witness is General Services Administra- 
tion. 
On advice from the counsel, we find that we have some complications _ 
of our own. 
We will adjourn now and meet tomorrow morning at 10 o’clock to | 
hear witnesses from the General Services Administration. 
vauee committee will adjourn now until tomorrow morning at 10 
o’cloc 2 
(Thereupon, at 11:55 a. m., the committee was recessed, to recon~ — 
vene at 10 a. m., Thursday, February 10, 1955.) 
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ADMINISTRATION OF CARGO PREFERENCE ACT 
(50-50 LAW) 


THURSDAY, FEBRUARY 10, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10:05 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CHatrman. The committee will come to order. 

We will continue the hearings on the 50-50 law and the shortage 
of tonnage for transporting grain and other commodities sold under 
the acts of Congress. 

Mr. Casry. Will the representatives of the General Services Ad- 
ministration come forward ? 


STATEMENTS OF A. J. WALSH, COMMISSIONER, EMERGENCY PRO- 
CUREMENT SERVICE; AND HERBERT K. HYDE, CHIEF TRIAL 
COUNSEL, GENERAL SERVICES ADMINISTRATION 


Mr. Casey. Would you identify yourself for the record, please ? 

Mr. WatsH. My name is A. J. Walsh, Commissioner of Emergency 
Procurement Service of General Services Administration. 

Mr. Hyper. My name is Herbert K. Hyde. I am Chief Trial Counsel 
for the General Services Administration, and also handle transporta- 
tion and public utility problems arising in the agency. 

Mr. Casry. Thank you. 

Do you have any prepared statement, Mr. Walsh? 

Mr. Watsu. No, sir, I have no prepared statement, but I am pre- 


} pared to make one. 


Mr. Casey. All right, sir. 

Mr. WatsH. The Emergency Procurement Services principal re- 
sponsibility is that of the national stockpile under Public Law 520 of 
the 79th Congress, and Public Law 683 of the 8ist Congress. Both 
those programs are administered by the Office of Defense Mobiliza- 


§ tion and the General Services Administration through EPS as the 
SH operating entity. In adidtion to that we do, from time to time or 
| specific requests from the Foreign Operations Administration, per- 
* form certain functions for them. Those include the purchase, in- 


spection, and transportation of supplies and in some cases the shipping 


T have no further statement to make, sir. 
Mr. Casgy. Now, these services which you perform for FOA; is 


Fthat the procurement of ships for the transportation of FOA cargo? 


Mr. Watsu. In some cases; yes, sir. 
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Mr. Casey. And that is the procurement of both American-flag and 
foreign-flag ships? 

Mr. Watsu. That is correct, sir. 

Mr. Casry. How do you proceed to do that? 

Mr. Watsu. When we have such a requirement we publicly adver- 
tise for offers. We issue requests in the form of telegrams and receive 
sealed bids and publicly open them. 

Mr. Casry. And what sort of a mailing list do you maintain for 
sending out these offers ? 

Mr. Watsu. We maintain a mailing list of the Washington brokers. 

Mr.Casry. The Washington brokers? 

Mr. Wausu. Yes, sir; which averages around 17 or 18 people to 
whom these invitations go. 

Mr. Casry. Do you find that that provides an adequate coverage — 
of the ship market ? 

Mr. Waxsu. Yes, sir, we do. Previously we went outside of Wash- | 
ington and we were advised it was causing too much confusien and — 
were asked to limit it to the brokers operating in Washington. 

Mr. Casey. Would that Shite te caused by two different brokers 
representing the same line ? 

r. WausH. That is right. 

Mr. Casry. What oe, all your recent experience with respect to 
the securing of American-flag tonnage for carrying of cargoes over- 
seas ? 

Mr. Watsu. I shall be glad to give you that, sir. Since November 
of 1954, we have moved cargoes of coal for FOA totaling 389,000 
tons. On that movement the United States-flag vessels were 16 berth 
vessels, 23 tramp, and making a total of 39 United States-flag vessels 
and 10 foreign-flag vessels. 

Mr. Casey. Is that the proportion of American-flag tonnage to 
foreign-flag tonnage? 

Mr. Watsu. The proportion of tonnage, sir, is United States-flag 
vessels, 294,539 ; and foreign-flag, 94,553. 

Mr. Casry. Do you have available the difference in rates between 
the carriage of this cargo on American-flag ships and foreign-flag 
ships ? 

Mr. Watsu. Yes, sir, I shall be glad to give you that. On the first 
movement which was for November 10 we advertised for 3 ships 
to move from Mobile to Korea and 4 from Hampton Roads to Korea. 
On the movement from Mobile we had offered 2 foreign flags and 7 | 
United States flags. The rates on the foreign flags were $14.99 to 
$15.10. On the United States-flag vessels they were $18 to $25. 

On the movement from Hampton Roads where 4 vessels were re- 
quired, we had 2 foreign-flag vessels and 15 United States-flag vessels 
offered. The rates on the Suita varied from $13.99 to $14.95; on — 
the United States-flag vessels, $15.70 to $23. There was accepted on 
that, one United States-flag vessel at $15.70. 

Mr. Casey. $15.70? 

Mr. Watsu. Yes. 

Mr. Casry. You gave us figures of $18 to $25. What vessels were 
accepted in that range? 

Mr. Watsu. None were accepted in that range. Only one vessel | 
out of the entire offering was accepted. That was a United States- | 
flag vessel at $15.70. All the others were rejected. 
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Mr. Casry. What I wanted was not the offerings. I want to know 
what you have actually committed the Government to pay for the 
carriage of cargo on both foreign-flag and American-flag ships? 

Mr. Watsi. In that case we committed to pay $15.70. 

Mr. Casry. What is the comparable figure for the foreign-flag 
ships ! 

Mr. Watsu. The foreign-flag from Hampton Roads was $13.99 to 
$14.95. 

Mr. Casey. Those are accepted bids, are they ? 

Mr. WatLsH. Rartiey vik accepted. 

Mr. Casey. What were the ones accepted ? 

Mr. Watsu. There were no foreign-flag accepted. One United 
States vessel only was accepted at $15.70. 

Mr. Casey. You have accepted in the movement of this cargo some 
10 foreign-flag ships as against 39 American-flag ships. Do you have 
the figure es for how much you paid? 

Mr. Watsu. Yes, sir, on later movements, yes, sir. On November 22 
we accepted a foreign-flag vessel for Korea moving from Mobile at 
$15.60. On November 22 we accepted 2 foreign-flag vessels from 
Hampton Roads to Korea at $15.50. Then for Indochina, there were 
United States-flag vessels only for Indochina. For Greece, there 
were United States-flag vessels; and on December 8 for Indochina, 
foreign-flag vessels, $17.98. 

Mr. Casry. What is the comparable United States-flag figure for 
that movement ? 

Mr. Watsn. For that movement it was $19.60. 

Mr. Casey. Was that on a tramp ? 

Mr. Watsn. Yes, sir. 

For Yugoslavia on December 8, 1 foreign-flag vessel at $10.47, and 
2 United States vessels at $11.89 and $11.94. 

For Greece on January 4, one foreign-flag at $10.95 and on January 


7, another one for Greece at $10.94. 

Mr. Casey. What kind of cargoes were moving to Greece ? 

Mr. Watsn. Coal. This isall coal. 

Mr. Casey. This is all coal ? 

Mr. Watsu. Yes, sir. 

Mr. Casey. The Yugoslavia movement was coal, too? 

Mr. Wausu. Yes, sir; it was all coal. 

Mr. Casey. Under what program is this coal shipped ¢ 

Mr. Wausu. Under the Foreign Operations Administration pro- 
gram. 


Mr. Casey. Who pays the freight on that ? 

Mr. Watsn. The United States Government pays the freight. 

Mr. Casey. In dollars? 

Mr. Watsu. Yes, sir. 

Mr. Casty. Do we receive any reimbursement from the foreign 
country ? 

Mr. Watsu. That I really don’t know, sir. That is a question 
that I could not answer. I have no knowledge. 

Mr. Casry. Does GSA actually pay the freight ? 

Mr. Watsu. I think the freight bills are sent direct to Foreign 
Operations Administration for payment. 


Mr. Casry. Now, you apparently advertised for bids? 
Mr. Watsu. Yes, sir. 
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Mr. Casey. In the market, without respect to whether or not they ol 
are directed to foreign-flag or American-flag ships? Ba 

Mr. Watsu. We advertise for the requirement without qualifying ~ tt 
what ships can be offered, yes, sir. 

Mr. Casry. When you receive offerings, who decides whether you 
will ship on the American-flag ship or the foreign-flag ship ? 

Mr. Desay Under Foreign Operations Administration, regula- — a 
tion 1, we are required to submit the offers to them for approval or P 
disapproval. _ 

Mr. Casey. Then the only function you perform is actually sending z 
out the invitation to bid and receiving the offers and then submitting i 
them to Foreign Operations Administration ? 

Mr. Watsu. Then signing the charter. Yes, sir. d 

: a Casey. What is the necessity for you being in the picture at 
a 

Mr. Watsu. None that I can see. b 

Mr. Casey. It seems to me to be a complete duplication if itisonly — F 
an administrative function of sending out some advertisements to t 
= — receiving the bids. I should think FOA would be able to fs 

o that. 

How has this grown up? What caused this kind of operation to m 
start in the first place ? 

Mr. Wats. Do you want to answer that, Mr. Hyde? 

Mr. Hype. Under Public Law 152, as your chairman well knows, 
the General Services Administration originated with the House Gov- 
ernment Operations Committee. You provided in that act, Mr. Chair- i 


man, that the General Services Administration has jurisdiction over 
public utilities and transportation problems for all the executive 
agencies of the Government. 

Now, it so happened that when this ECA, later the mutual security 
program and later the Foreign Operations Administration, was 
created, came into being successively, that law originally under the 
GSA Act, Public Law 152, provided that certain agencies and depart- 
ments of Government might exempt themselves. 

First the Department of Defense might exempt itself if in the 
interests of national security it was believed essential. That is to say 
they could exempt themselves in connection with purchases, with dis- 
posal problems, disposal of Government properties. They likewise 
could exempt themselves in public utilities and transportation prob- 
lems that arose within their agencies if in that agency they believed 
it was in the interests of national security. 

Under the mutual assistance program, because that was in existence 
previous to the time that the GSA was created under Public Law 
152, you likewise provided there that they could exempt themselves 
in the act, but they should coordinate all their activities with reference 
ws transportation problems within the outline of the law under Public 

aw 152. 

So apparently there is a conflict, but in truth and in fact, since they 
are coordinating their activities with us, we are trying the best we 
can to apply the Public Law 152 on transportation problems and 
therefore they did come and do come to us in connection with the 
transportation problems and we can likewise do the purchasing be- 
cause under the same law, 152, we are charged with the responsibility 
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of making the purchases for Government activities in the executive 
departments. 

Mr. Casey. Doesn’t Public Law 152 give you the right to delegate 
that authority to particular agencies when you see fit? 

Mr. Hype. And in many instances we did delegate. 

Mr. Casey. Why didn’t you delegate this function of arranging this 
transportation to FOA when it is apparent that there is no real service 
performed by GSA? 

Mr. Hype. As I stated a moment ago, this program originated pre- 
vious to the time that the GSA came into being. I have only been 
with this agency a comparatively short time. It has grown up in 
that fashion, as I say, since the very inception. 

Mr. Casey. Don’t you think they should give some consideration 
down there now to transferring this function to FOA ? 

Mr. Hype. I might say, Mr. hoy that I think perhaps there should 
be some clarification of the law itself. I think that a study on the 
part of either the Government Operations Committee or the Maritime 
Committee might be able to clarify it much better if we get all of 
these laws out relative to this problem rather than having the paper- 
work in connection with delegating the authority back or originating 
it at the beginning in our agency or their agency. 

Mr. Casey. You only have to delegate it once, don’t you? 

Mr. Hype. I appreciate that; yes, sir. 

Mr. Casey. That does not take much paperwork; does it? 

Mr. Hype. Well, I wouldn’t think it would. We do the purchasing 
not only of coal but of all of the items, but the coal is bought by 
Defense. 

Mr. CasEy. How does it happen that Agriculture is administering 
the Public Law 480, title 12 Why doesn’t GSA get into that? 

Mr. Hype. Well, the law adores that that is one of the agencies 
since the Agriculture Department is entitled and has been for many, 
many years, entitled to represent the farmers of the country, for 
instance, in connection with their rates before the ICC and later on 
when the Commodity Credit Corporation was set up that likewise 
was exempted by the GSA bill of 1952; and they moved the grain, 
therefore, from the fields into the silos, into the warehouses, and do 
handle the disposal of these surplus commodities without regard to 
the GSA because the law so provides. 

We do not delegate. We have nothing whatever to do with even 
the representation on freight rates before the ICC. Nor do we have 
anything to do in connection with the transportation problems of 
surplus commodities from the fields into the towns or in this instance 
overseas. We have nothing whatever to do with that. 

Mr. Casry. Do you have any coordinating function to perform in 
connection with the activities of Agriculture and FOA in the arrang- 
ing of these cargoes for shipment overseas ? 

Mr. Hype. In this way: First of all the act which was passed last 
summer provided that approximately $1 billion worth of surplus 
commodities was to be disposed of, $300 million of which, as you well 
know, was under a direct-assistance program to the Government. 
Seven hundred million dollars of those surplus commodities was to 
be disposed of through private trading corporations under the act to 
private trading corporations in foreign government, friendly gov- 
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ernments, and of that $700 million disposal of commodities, we do 
have the authority, under the outline of the Office of Defense Mobi- 
lization, to receive back certain strategic metals and ores from foreign 
countries. In that connection Mr. Walsh has exact knowledge on the 
manner in which it operates because he has a representative that does 
deal with the Agriculture Department. 

Mr. Watsn. That is correct, sir. 

Mr. Casry. Mr. Hyde, I don’t think you have addressed yourself 
to the question I asked you. In other words, I asked what coordinat- 
ing function do you perform in connection with the arranging of | 
charters for the shipment of these surplus commodities overseas. | 

Mr. Hype. I didn’t understand you to limit it tocharters. I thought 
you asked the question about coordination in connection with the sur- 
plus commodities ¢ 

Mr. Casey. I mean the shipment of these. 

Mr. Hype. I say Mr. Walsh now has exact knowledge with refer- 
ence to liaison work that goes on in connection with this entire pro- 
gram including transportation. 

Mr. Casry. You have some coordinating activity, Mr. Walsh ? 

Mr. Watsu. Yes, sir, we have one man assigned to work with De- 
partment of Agriculture on the strategic materials which they receive 
im payment for the surplus commodities which they have bargained. 

Mr. Casey. In other words, that material is coming back into the 
United States ? 

Mr. Watsu. Yes, sir. 

Mr. Casey. What do you have to do with materials going out of the 
United States? 

Mr. Watsu. Nothing. 

Mr. Casey. So that, so far as the 50-50 law is concerned in the ship- 
ment of cargoes overseas under Public Law 480, you have absolutely 
no concern with that ? 

Mr. Watsu. That is correct. 

Mr. Casry. Now, before I forget it, there has been a somewhat 
different approach taken to the provisions of Public Law 664 by De- 
partment of Agriculture and the Foreign Operations Administration 
in connection with the language “fair and reasonable rates for United 
States-flag commercial vessels.” Has the General Services Admin- 
istration had occasion to decide whether that means cost of operation 
plus a reasonable profit or whether it refers to market rates? 

Mr. Watsu. We have run into that problem, sir, and when we have 
we have made our own computations on the basis of cost of operation 
and checked those with Maritime to determine whether or not they 
were considered to be reasonable rates, and we have been guided by 
Maritime’s recommendations on those, and usually they are pretty 
close together. 

Mr. Casry. Do you feel that Maritime is the appropriate agency to 
set the pattern and guide for you in fixing those rates ? 

Mr. Watsu. I should think so; yes, sir. 

Mr. Casry. Now, you explained to me the other day some difficulties 
that you were encountering in connection with the importation of 
rubber. 

Mr. Watsn. Yes, sir. 

Mr. Casey. T wonder if you would explain those to the committee. 

Mr. Watsu. Yes, sir, I should like to. 
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At the time the hearings were held before the Interstate and Foreign 
Commerce group, we outlined in our testimony problems that we would 
encounter in connection with Public Law 664 on two commodities. 
We still have those problems. We just cannot comply with Public 
Law 664 wherein it says that you must ship these on a commodity 
basis on the basis of 50 percent. 

I will speak first of rubber. The Far East normally ships in the 
neighborhood of 140,000 to 150,000 tons of rubber per month. About 
50,000 tons of that comes to the United States. Of that 50,000 tons 
the Government gets about 5,000 tons per month. ‘The vessels or the 
lines operating in that Far Eastern conference are 11 foreign flag and 
3 United States flag. One of those United States-flag vessels serves 
the gulf mostly. They do come into Baltimore, occasionally. So 
your ratio is 11 to 2. 

Now, historically the American-flag vessels in that trade have car- 
ried about 30 percent of the rubber that moves out of the Far East, 
and in the case of the Government requirement it runs a little less than 
that. 

Since Public Law 664 came into being we have attempted to put 
into all our contracts a requirement that cargo must move at least 50 
percent on American-flag vessels. 

However, we are unable to put it in the contracts for rubber for this 
reason : The business in this country on rubber is done with the mem- 
bers of the Rubber Trade Association, who are the importers, and 
they operate through the Far Eastern shippers. The Far Eastern 
shippers will not bind themselves to an obligation of that type; there- 
fore, our contractor, or our supplier, in this country is unwilling to 
accept a contract. 

There are these other practical problems in connection with that. 
And these problems are: that the rubber we buy is bought on the 
basis of delivery f. o. b. cars in the United States, which means in- 
spection and acceptance of that rubber is here in this country. 
There may be a shipment of rubber destined for the Government, mov- 
ing forward on an American-flag vessel; but, when it arrives in this 
country and is subject to inspection, it may be rejected. Therefore, it 
may have to be replaced with a shipment or a lot of rubber that moved 
in on a foreign-flag vessel. So the only way you could control the 
thing would be, as we see it, to establish in the Far East a buying 
office, an inspection office, an office for making payments, select our 
rubber there, warehouse it, and wait for American-flag vessels. That 
is the only solution we can see to it, and that would be costly. 

Mr. Casry. And you do endeavor to make these transactions as far 
as possible through normal commercial channels? 

Mr. Watsn. That is correct, sir. 

Mr. Casry. And you are talking about the establishment of a Gov- 
ernment office in the Far East ? 

Mr. Warsn. That is what would have to be done to fully comply 
with Public Law 664. q , 

Mr. Casey. To what extent do you comply with it ? 

Mr. Watsnu. As it is running on rubber, the tonnage moving on 
American-flag vessels for the account of the Government is about 23 
percent. 

58601—55——6 
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Mr. Casey. Do you offset that deficiency insofar as the shipment 
of rubber with some greater than 50 percent shipment on American- 
flag ships under other commodities ? 

Mr. Watsu. Yes, sir, we would, but the law reads commodity by 
commodity. 

Mr. Casey. So technically at least you have been unable to cones 
with the provisions of Public Law 664 in the movement of rubber 

Mr. Watusu. That is correct. 

Mr. Casey. You foresaw that difficulty when the law was being 
considered, did you ? 

Mr. Watsu. Yes, sir, and we so testified. There is one other item 
on which that occurs, and that is in connection with the rotation of 
cordage fibers. 

It is not applicable when cordage fibers are being purchased from 
the market. On that we encounter no difficulty. It is on the rotation 
where we must rotate these fibers to prevent deterioration. The way 
that is done is that we offer to the market a certain quantity of fibers. 

The spinner will buy that. He then replaces that amount he buys 
from a Jot that he has ordered direct from the producing countries. 
In some cases that lot is already in this country on the docks. In 
other cases it is afloat. Some of that may have moved on American- 
flag vessels and some may not have. So we just cannot balance that 
out either. 

Mr. Casey. Well, have the provisions of Public Law 664 caused any 
delay in your importation of, strategic and critical materials to this 
country ¢ 

Mr. Watsu. No, sir. 

Mr. Casey. Can you foresee any possible way in which the provi- 
sions of that law might in the future delay any importation of ma- 
terials? 

Mr. Watsu. No, sir. 

Mr. Casey. In other words, the law itself provides sufficient flexibil- 
ity so that there is no delay ? 

a Watusu. Yes,sir. Our only problem is on those two commodities 
there. 

Mr. Casey. I have no further questions, Mr. Chairman. 

The Cuarrman. Speaking about the General Services Act, the intent 
was that zon render a service for all Government agencies so as to 
avoid duplication ? 

Mr. Hype. That is right. 

The Cuatrman. That was the intent ? 

Mr. Hype. That is right. 

The Cuarrman. Has there been a general resistance by agencies to 
come in and participate in the service you offer ? 

Mr. Hype. Well, I might answer that this way—— 

The Cuarrman. Of course this goes into another field and I do not 
want to prolong it. 

Mr. Hype. I understand, Mr. Chairman. 

I might say that in the short time that I have been with this agency 
I have not personally had any contact with the problems that arise in 
the area which you have just mentioned, but it is my understanding 
generally, from those who have been in the agency, that there is some 


resistance and reluctance upon the part of the other departments of 
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Government to, well, I might say, yield their prerogatives that they 
have enjoyed for so many years. 

The CuarrMan. To avail themselves of that. 

Mr. Hyver. They look upon us as a sort of stepchild, and of course 
we do not like that either. 

I do think that as time goes on this infant that you created a few 
years ago will grow up and finally be of some greater service to the 
Government as was intended and contemplated by the act itself. 

The Cuarrman. Now, Mr. Syran was here yesterday as a witness. 
His agency tells you that they want so much tonnage, 1s that correct, 
and you contract for it? 

Mr. Watsu. There are two different programs, sir. On some of 
their requirements they give us the requisition for the purchase and 
delivery. On others they give us the requisition for lifting the cargo 
only. 

The CuarrMan. Then this committee will understand and the record 
will show that in FOA there is an agency similar to your agency, a 
department in general services. They have a transportation depart- 
ment and they go out and contract for tonnage. 

Mr. Watsu. That I do not know, sir. 

Mr. Hype. They do have a transportation department, and I repeat 
that the parent agency of the FOA was the ECA, and in that law which 
was passed previous to the time of the creation of the General Services 
Administration you did provide for the transportation in the mutual 
aid assistance program for the creation of a transportation division; 
that is to say transporting the goods, wares and merchandise from our 
country to the assistance of peoples generally throughout the world. 

The Cuarrman. Am I correct in arriving at this understanding: 
That FOA has a transportation agency that goes out and contracts 
with shipping firms for the carriage of freight ? 

Mr. Watsu. That I am not at all sure of, sir. I know they have 
a transportation unit, but whether they contract for the carrying of 
freight I do not know. 

The CuarrmMan. You contract for their requirements? 

Mr. Watsu. Only what they send us. 

The Cuatrman,. Only what they send you? 

Mr. Watsu. Right. 

The CuarrMan. That is evidently all; is it? 

Mr. Watsu. No, sir. 

The Cuarrman. Then they do contract, themself ? 

Mr. Watsu. Unless they give it to some other Government agency 
to do. They may give it to Agriculture. They may give it to 
military. 

The Cuarrman. I am going to get to that point. There is FOA. 
You are in the picture. And Agriculture isin the picture. 

Mr. Watsu. Yes, sir. 

The Cuarrman. Who else is in the picture ? 

Mr. Watsu. I imagine the Department of Defense. 

The Cuarrman. Contracting for this private tonnage ? 

Mr. Watsn. Yes, sir. 

The Cuarrman. Who else is in the picture ? 

Mr. Watsn. I think that would be the list. I have no knowledge 


of any others. 
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The Cuarrman. The point I want to get is: Do you ever get together 
and discuss what the available overall tonnage is, what your require- 
ments will be, and arrive at some program as to how to pet it on the 
market, as we might say, or how to requisition or advertise 

Mr. Watsu. We do not, sir. That programing is a function of 
FOA. 

The Cuarrman. Well, other agencies before you have said that they 
do not. Then there is no coordination at all between these agencies 
that go on the market seeking bottoms to carry freight abroad ? 

Mr. Watsu. That is correct, sir. 

The Cuarmman. There is none that you know of ? 

Mr. Watsu. None that I know of; yes, sir. 

The Crarrman. Should there be? 

Mr. Hype. Yes, sir. 

The Cuarrman. What is your answer to the question ? 

Mr. Watsu. Yes, sir; I think there should. 

The Cnarrman. You both agree that there should be? 

Mr. Watsnu. Yes, sir. 

The Crarrman. That was the prime purpose of the General Serv- 
ices Administration, to purchase and coordinate the requirements and 
needs of various Government agencies; was it not ? 

Mr. Hype. There is no question but what that was the intent. 

The Cuarrman. That was the intent of Congress? 

Mr. Hype. It was the intent of Congress; yes, sir. 

The Crartrman. Congress has never been able to beat down the re- 
sistance by the armed services and various other agencies to go their 
own free, happy way. 

Mr. Hype. Well, of course we do not like to throw rocks at the other 
agencies of Government, but I might suggest to the chairman that, in 
line with the intent of Congress, we have undertaken in good faith to 
try to get these agencies to see the light. It is a little difficult some- 
times. 

The Cuarrman. I do not want to go too far into that. By this man- 
ner in which this tonnage is contracted for or invited to come in and 
carry the freight, it tends to make a general disorganization and to 
bring about these peaks and valleys in sea transportation. Could it 
be said that that is true? 

Mr. Watsu. In my opinion that would be partially responsible, but 
you have the other element of it, sir. That is this: We are given the 
requirement to pick up cargo and move it. That cargo is already mov- 
ing to port. We have no choice except to act. 

The Cuarrman. But if you were collaborating with each other, you 
could spread these programs and arrange these programs so as not to 
cause the peaks and valleys? 

Mr. Watsn. Coordination should correct that; yes, sir. 

The Cuatrman. May I ask you one more question ? 

Did you have an estimate of a tonnage requirement from your agency 
for December of 1954 and January and February of 1955? 

Mr. Watsu. Of FOA? 

The Cuatrman. Of what you would require in tonnage? 

Mr. Watsu. On outgoing? 

The CHarrman. Yes. 
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Mr. Watsu. I have the tonnages on the cargo that we moved in 
November, December, and January. I have no knowledge of what the 
future might be, sir. 

The CuarrMan. You have no request for February? 

Mr. Watsu. No, sir. 

The CHarrman. In January what was the amount that you were 
required to contract ? 

Mr. Mitier. Mr. Chairman, I think the document from which he 
read would be very valuable. 

Mr. Watsu. I shall be glad to leave that. 

Mr. Mrixer. I think it ought to be made part of the record. 

The CHarrman. Tell me what your tonnage requirement was in 
January. 

Mr. Watsu. Eighteen cargoes, sir. 

The Cuarrman. Eighteen cargoes? 

Mr. Watsu. Yes, sir. 

The Cuatrman. You mean 18 full shiploads? 

Mr. Watsn. Yes, sir. 

The CHarrman. That would be approximately how many tons? 
Mr. Watsnu. About 8,000 to 9,000 tons. 

Mr. Casey. Each? 

Mr. WatsuH. Yes, sir. 

The Cuarrman. Then Mr. Miller’s suggestion that you leave those 
tables for the record is granted. 

(The tables referred to above follow:) 
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Tramp vessels chartered for coal under FOA programs 





Nov. 10, 1954 


Nov. 16, 1954 


Nov. 22, 1954 


Nov. 24, 1954 


Jan. 7, 1955 


Jan. 11,1955 


Jan. 18, 1955 
Jan. 26,1955 


Feb. 4, 1955 


Bids requested 


Range of 
Vessels Vessels Rates (per 
offered Sete accepted long ton) 
Requirements 
For Korea: 
2 foreign - - ..|$14. 99-$15.10 | Nome_-__..--|----------..... 
3 from Mobile...-.----.---- i U.8_- 18. 00- 25.00 |... do---2-- nono 
ore obese Cae loncdn ins Gites Giibiohet bits haereninaie = 
4 from Hampton Roads-.-.-i5 y § ~~~” 15. 70- 23.00 | 1U.$_....- $15. 70 
For Korea: 
1 foreign - ... we es eee Li... 
3 from Mobile-.---.-------- Ie Urge 18. 50- 25.00 |... dono aon 
ore aoe car icaswe pies Ue A 
3 from Hampton Roads. - .- 3.0. Guus 18. 69- 22.23 |_..._ PR cee a reBE Ng ets 
For Korea: 
2 foreign...| 15. 60- 16.00 | 1 foreign. __. 15. 
3 from Mobile... ---.------- i v. Bn 19. 25- 23.50 | 2 U. — 19. 35- 19. 40 
ore ots he ore enn te 5. 
3 from Hampton Roads. - -- {i3 8 gate 18. 99- 23. 25 & onion 18. 99- 19.28 
For Korea: 
Fong 2 foreign. _..| 17.14- 17.50 | None___-.--|_- 5880 98°38 
aia ou Bi.. 19. 89- 21.24 | 3U. S....--- { , 
or 0c. a 
1 foreign - -_. S00 1) NOMO co alntdacvertd..-. 
1 from Philadelphia. -.-..-- { 7U. B...... 19.74 24.55 | 1U.S_.....- i9. 74 
For Greece: 
DRONE. 0 lnicnss ins dke PUN no cap eh idoskatkdeace 
aoe eee onenee- (? U.8....02 12 60- 15.50 |2U.S....... i2 60-13-50 
|, ee a Se 
For Yugoslavia: 1 foreign 10.67 | None 
2 from Baltimore. ...------- {i3 U. 0.22. 11. 73- 14.00 | 2U. S....... 111.73 
For Indochina: 
3 foreign.._.| 16.00- 17.98 | 1 foreign. ___ 17.98 
2 from Philadelphia. - .--.-- {i Flite 19. 60- 24.00 | 1U.S_._.... 19. 60 
For Yugoslavia: 2 foreign 10. 47- 10.67 | 1 foreign 10. 47 
3 from Baltimore. -....-..-- {i3 Saat 11. 80- 14.75 .S_.....| 3. 89-11. 94 
For Korea: ? 
2 foreign....| 17. 50- 18.00 | Nome ?_....-/....---.-..-.. 
ian Seattle. ......------- { abot 18. 23- 22. 50 
or Greece 
2 from— 
7 SR ee 2 foreign._--| 10.95- 12.00 | 1 foreign.--- 10. 95 
Philadelphia___.....-.- bewik.. 13. 49- 14.60 | None___-.._|-....--------- 
For Greece: 
3 foreign.__.| 10.94- 12.50 | 1 foreign. _- 10. 94 
‘ S08 7 hiladelphia- -.....- {3 es ho Oi Sire ME Odd Asse ssdiesee~ 
or Korea 
1 from Long Beadh |} forelgm....| 17.08 | -----08...--|-------0--0--- 
For Korea: 
4tom Mobile............-. {in foreign....| 15.94- 18.75 | 1 foreign... in ek Be 
11 U. 8......| 20.27- 24.50 | 3. 8.. -_.|f =e 
For Korea: 
8 foreign.....| 15. 94- 17.98 | 1 foreign_.._- 15. 04 
4 from Mobile. ....-.-...--- {5 U. S......| 20.25- 23.50 | 3U.S.......| 20.25- 20.75 
For Korea: 
6 foreign .-._. 15. 98- 17.74 | 2 foreign._-... 15. 93- 16. 50 
3 from Mobile__-....--.---. Co | 20. 70- 24.65 | 10U.8.. .... 20.73 
For Greece: 
1 foreign...-. 12.55 | None.....--. (5) 
2from Baltimore. ..-....--. {3 U. S.......| 14.80 15.20| _..do..--... () 





1 Each. 


2 All cargoes shipped in United States berth line vessels at conference tariff rates indicated. 7 vessels 
were employed, moving in parcel lots of 2,500 to 4,500 long tons. 
3 All rates quoted exceeded conference tariff rates of $14.50 to Pusan, $15.50 to Inchon, $16.50 to outports. 
4 All cargoes shipped in United States berth line vessels at conference tariff rates indicated. 6 vessels 


were employed, mov: 
§ FOA determined all rates too high, 





in parcel lots of about 5,000 long tons each 


ADMINISTRATION OF 50-50 LAW 


Vessels used for coal under FOA programs 
[All figures in long tons] 
AMERICAN FLAG FOREIGN FLAG 
To Korea: To Korea: 
Alice Brown Antonis 
Charles C. Dunaif Aura 
China Bear* Fuyo Maru 
Choctaw * Hai Huang 
Columbia Heights Audrey 
Hoosier State * Panagiotis 
Kyska* 
Magnolia State * 
Mary Luckenbach* 
Ocean Ulla 
Pacific Bear* 
Palmetto State 
P € T Navigator 
Volunteer State 
Young America* 
Charles E. Dant* 
Denise 


Lumber Carrier 
Morning Light’ 
National Liberty 
Nevadan* 


Oregon Trader 
Panaman* 
Panaman* (2d) 
Washington* 
William H. Wilmer 


To Greece: 
Nordic Star 
Walter Scott 


To Yugoslavia: To Yugoslavia: 
Evibelle Etrusco 


To Indochina: To Indochina: 
Barbara Fritchie Epidavros 
Seacloud 


Grand total 


Summary: Summary: 
Berth vessels (16) F Berth vessels (none) 
Tramp vessels (23) Tramp vessels (10) 
Total (39) Total (10) 


Grand total, 389,112 long tons. 
1 Berth vessels. 
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The Cuarrman. Are there any further questions from the members 
of the committee ? 

Thank you very much, gentlemen. 

Mr. Casey. Mr. Rothschild. 


STATEMENTS OF LOUIS S. ROTHSCHILD, MARITIME ADMINIS- 
TRATOR; AND CHARLES H. McGUIRE, DIRECTOR, NATIONAL 
SHIPPING AUTHORITY; ACCOMPANIED BY CAPT. WALTER C. 
FORD, DEPUTY MARITIME ADMINISTRATOR; AND THOMAS E. 
STAKEM, JR., ASSISTANT DEPUTY MARITIME ADMINISTRATOR, 
MARITIME ADMINISTRATION 





Mr. Roruscuitp. Mr. Chairman? 

The Cuarrman. Mr. Rothschild. 

Mr. Rornscuiip. With me today is Mr. C. H. McGuire, Director of 
the National Shipping Authority, and Capt. Walter C. Ford, Deputy 
Administrator of the Maritime Administration, and Mr. Tom Cake. 
Assistant Deputy Administrator of the Maritime Administration. 

Mr. Casry. Would you like to have them at the table, Mr. Roths- 
child? 

Mr. Roruscuip. I think most of the testimony will be handled by 
Mr. McGuire and myself. I simply wanted to identify them for the 


committee. | 
The language of Public Law 664 places a responsibility for the com- | 
liance with that law with each administering agency. It is, neverthe- ! 


ess, an amendment to section 901 of the Merchant Marine Act of 1936. 

And we in Maritime have broad responsibilities to the American 
merchant marine under that act. Therefore, we are concerned with 
— policies and performance of other agencies of Government under 
the act. 

In order to follow and to be sure that our somewhat nebulous re- 
sponsibilities were met, we have in recent months advised the several 
agencies of Government involved in shipping programs of our will- 
ingness to be helpful to them, to give them any information or advice 
or any help that we could give them; in addition to that, we have 
asked each one of them to provide us with a quarterly report of all 
shipments made under Public Law 664. Our purpose in asking for 
these quarterly reports was so that we could in our annual reports to 
the Congress advise, generally, as to compliance under the terms of 
Public Law 664. 

I think your concern lately has been with the possible unavailability 
of United States flag vessels at fair and reasonable rates in numbers 
sufficient to meet this 50-percent preference. 

The CuatrmMan. That presumption is about correct. That is the 
subject of these hearings. That is correct. 

Mr. Roruscuitp. We want to be as helpful to your committee as 
we possibly can in order to meet the objectives of that law and to 
maintain the intent of Congress to accord reasonable preference to 
American-flag vessels. 

We were not advised by the Department of Agriculture of its prob- 
lem respecting the prospective unavailability of United States flag 
vessels at fair and reasonable rates. However, we did read in the 
newspapers that there was such concern and, together with your chief 
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counsel of this committee. Mr. Casey, and at his request, we met with 
him and representatives of the Department of Agriculture and had a 
rather lengthy discussion on the matter. 

Following that meeting, Mr. Casey requested that we make cer- 
tain computations as to apparently justifiable increased freight rates 
for United States-flag vessels. 

The CHarrman. I do not want to get into that. I want to stay 
in this field of whether or not it is correct that there are not enoug 
American-flag vessels to carry this material. 

Mr. Rornscuitp. The two are practically inseparable, Mr. Chair- 
man, because ships are available or not available in some substantial 
measure depending on the rates. 

Mr. Casry. Mr. Rothschild, the chairman of this committee did 
address a letter to you asking that you furnish this committee with 
a more or less outside ceiling rate for shipment of grains to Yugo- 
slavia beyond which the rate would be unreasonable for American 
ships and the agencies could go into the foreign market. 

Mr. Roruscuip. Yes, sir, he did, and we are prepared to answer 
the chairman’s letter and your own request this morning. Mr. 
McGuire has spent a lot of time on that, together with his staff. I 
think we have so:ne well-documented computations here which would 
be of interest. 

The Cuatrman. Mr. Rothschild, the question here is that it was 
pointed out that there were not sufficient American-flag vessels to 
carry out the 50-50 provisions. Then we want to find out whether 
there were or not, and if there were not, we want to find out why 
there were not, because certain vessels have been transferred recently 
to foreign flags from the American registry. That is what we want 
to find out here. We will go into these other matters at another 
time. 

Mr. Roruscnitp. Do you want me to confine my remarks solely to 
the transfer program and pay no attention to the impact which rates 
have on availability, sir? 

The CHarrman. No, I do not want to confine you in your remarks 
at all, but I want to deal with the subject that we have been discussing. 

You may proceed, sir. 

Mr. Roruscuitp. If it is agreeable with you, sir, we should like 
to indicate by reason of this study that we are ready now, as always, 
to furnish such information and advice as is desired in connection with 
these or any other programs and we hope that the information will 
be of benefit to, not only this commitee, but to the agencies involved 
with the problem of arranging for shipments in American-flag vessels 
in order to meet the requirements of Public Law 664 and other gov- 
ernmental orders. 

May I ask Mr. McGuire to give you a short résumé of his opera- 
tions in the last few days? 

The Cuatrman. Yes. 

Mr. McGuire. Addressing myself, Mr. Chairman and gentlemen 
of the committee, to the basic question of unavailability of American- 
flag tonnage, I personally know of no instance as yet where American- 
flag vessels have not been available. 

There have been instances cited to me where American-flag vessels 
have been offered at rates which the shipping agencies of Government 
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believed to be too high for the purpose and were rejected for that 
reason. It is significant, I believe, that as recently as Monday of this 
week, or Tuesday, the General Services Administration did request 
American- and/or foreign-flag vessels for coal shipments from Balti- 
more to certain Greek ports; even though it has been frequently 
stated in recent days that American vessels are not available, they 
were offered four American vessels for those cargoes which are to load 
in late February or early March. 

Four American-flag vessels were offered and only one foreign-flag 
vessel. There may be some isolated instances of which I have no 
knowledge wherein American-flag vessels have not actually been avail- 
able in respect of offers put out by Government agencies, but I do not 
know of any such instance, 

It is quite possible, dependent almost wholly upon the volume of 
economic and military aid, perhaps coupled with defense require- 
ments in the immediate future, that there may be such a lack of avail- 
ability of American-flag ships. It has not, within my knowledge, 
occurred to date. 

The Cuarman. Then, am I to understand that the gentleman from 
the Department of Agriculture has misinformed this committee? 

Mr. McGuire. Are you speaking, sir, of the General Services 
Administration this mornin 

The Cuarrman. I am ieee 
ment of Agriculture. 

Mr. McGutre. I can only state, sir, that I know of no instance in 
which American-flag vessels have not offered. There may be informa- 
tion available to the Department of Agriculture which is not available 
to me, sir. I do not know of such. 

Mr. Casey. Where do you get your information ? 

Mr. McGuire. I get my information from the Government agen- 
cies, to the best of our ability, and get it from market sources, to the 


q 
ing of the representative of the Depart- 
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best of our ability, sir. ‘ 
Mr. Casey. You were not here yesterday when I introduced, for { 
the record, a letter addressed to Mr. Hudtlof in the Department of ’ 
Agriculture from the merchant marine attaché at the Yugoslav Em- ’ 
bassy, in which he has supported his statement that there are no { 
American-flag vessels available to carry 80,000 tons of wheat from ‘ 
gulf ports to Yugoslavia, with a canvass of the market that covered 
2 outstanding brokers, the Harry T. Randle Co, and Maxwell Harris e 
& Co., in which each of them have indicated that they canvassed o 
thirty-odd shipping companies and brokers and were unable to supply 
to the Yugoslav Embassy any offerings of American-flag vessels to ( 
carry that wheat ? 
Mr. Roruscutmp. At what price, Mr. Casey ? , 
Mr. Casey. At any price. a 
Mr. McGuree. It is significant, I believe, Mr. Casey, that the period j 
of time with respect to which we are speaking, as I understand it, in 
respect of the agriculture programs for Yugoslavia and Turkey, in s 
some measure, is the same period of time with respect to which the I 
General Services Administration has recently requested these offers, t] 
as recently as the first days of this week, sir. é 
Now, I certainly would not, in any sense, question the advices given és 


this committee by the Department of Agriculture representatives, but 
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it is quite possibly the case, as does often happen, that vessel owners 
will prefer to offer for one type of business which is presenting itself 
on the market at a particular time rather than for another type. 

Specifically, owners will, of course, prefer to take business imme- 
diately available in the area in which their vessels are located rather 
than, for example, to shift the vessel from the North Atlantic to the 

lf; but it has been my experience, of course, that in the shippin 
industry, as in any other industry, the owner of the equipment will 
put it to work at the best available terms wherever they might offer. 

Mr. Casey. Let me ask: In view of your experience in the ship- 
ping market, is it conceivable that these American-flag shipping 
owners are refusing to quote on these offerings by Agriculture until 
they know what a fair and reasonable rate is and until they know 
how much they can get without jeopardizing the abandoning of the 
50-50 law in going into the foreign-flag market? In other words, are 
they playing cozy with us? 

Mr. ice. I will endeavor to answer your question, Mr. Casey, 
by saying that I do not believe so. I believe that they are following 
the basic economic laws; that is to say, they are endeavoring to get as 
much revenue for the use of their ships at this period of time when 
tonnage is in demand as they can reasonably get. And that is not 
confined of course to the dry-cargo market. 

It has happened in the past in respect of other types of markets such 
as the tanker one. We have had tremendous peaks and valleys in 
that where we have had no available reserve vessels, no ability to bring 
it under controls, generally speaking, short of authority by the Con- 
gress to control in the foreign trades the rates of American and foreign 
carriers an authority which the Congress has never granted either to 
the Maritime Administration or any agency of Government, signi- 
ficantly has never granted except in time of war, within my knowledge. 

Mr. CasEy. Well the only real point that we want to have developed 
at this time is whether or not you have any information that indicates 
that this information, which was furnished to us by the Department of 
Agriculture and was furnished to them by the Yugoslav Embassy, is 
not correct when they say that they cannot get an American-flag ship 
to carry any of the 80,000 tons of wheat from gulf ports to Yugo- 
slavia ? 

Mr. McGuire. The only information I have, Mr. Casey, is the record 
of offers received by the General Services Administration on the 8th 
of February, 2 days ago, sir. 

Mr. Cassy. That is the carriage of coal from north of Hatteras to 
Greece ? 

Mr. McGutre. Yes, sir. 

Mr. Casey. Well, is it conceivable that they would not be considered 
as available so iar as offering to carry wheat from gulf ports to 
Yugoslavia ? 

Mr. McGurrg. I would believe, Mr. Casey, that these vessels or some 
of them would be quite willing and ready to offer for Agriculture 
Department business from North Atlantic or gulf ports provided 
they believed that in the use of their vessels at the rates probably 
available to them they would be better served by taking the best 
offering from the Department of Agriculture. 

Mr. Casey. In other words, they will take the best offer available? 

Mr. McGuire. That is correct. 
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Mr. Casey. And they will get the most money they can get for 
carrying it? 

Mr. McGutre. Yes, sir. 

Mr. Casey. And they know of course that these hearings are going 
on and that already the chairman has asked the Maritime Adminis- 
tration to establish a ceiling for fair and reasonable rates for Ameri- 
can-flag tonnage. Is it not conceivable that they are willing to lay 
back until they know how much the traffic will bear, so to speak? 

Mr. McGuire. I personally do not believe so, Mr. Casey. I believe 
that owners are seeking to fix their vessels for the positions into which 
they will fit at as reasonably early a date as possible because that is 
in their own best self-interest to do. However, owners traditionally 
trade their vessels among brokers for all types of business offering 
on the market at the particular time. 

Mr. Casey. You have no reason to disbelieve the advice given by 
these brokers which was in response to the request for charters to 
carry 80,000 tons of wheat in bulk, loading between February 8 and 
March 15 with a 10-day spread of lay days from the gulf ports to 
Yugoslavia ? 

Mr. McGurre. I have no information to in any sense prove that 
advice wrong, Mr. Casey. I, obviously, cannot speak in detail to 
that particular aspect because I am quite unfamiliar with the terms 
at which the Yugoslav mission may have directed the brokers to secure 
tonnage, whether that entered into the picture or whether it did not. 

Mr. Casry. I am reading from the letter which was sent to the 
various brokers by the Crossocean Shipping Co., acting directly on 
behalf of the Yugoslav mission. I read the pertinent part of the 
terms, although they made the charter subject of course to the final 
approval of the United States Department of Agriculture. If you 
would care to, look at the terms yourself and see if there is anything 
in there that you think might have prevented the offerings from the 
brokers, meal you tell us? 

Mr. Totierson. Will you note the date of the offers and the date 
that the response was requested ? 

Mr. MoGurire. The letter from the broker for the Yugoslav mission 
is dated February 2. It requests offers of American-flag tonnage to 
be tendered by 3 p.m. on Pivoars 3 for reply by 4:30 p.m., presum- 
ably the same day. 

I should state, Mr. Casey, that there may be one aspect. I offer it 
merely as a suggestion. There may be one aspect in respect of this 
solicitation of offers of American vessels for the Agriculture grain 
to Yugoslavia that has a bearing on the inability at this particular 
time indicated in the correspondence; that is, that within a short | 
period of time before this offer was put out on the market, it is my 
understanding that the Yugoslav mission had been rejecting offers of 
American-flag vessels tendered at rates which were not approved by 
the Department of Agriculture. It is quite possible that some owners 
of American vessels, whose vessels had been rejected within this short 
span of a few days earlier, did not resubmit those vessels. 

Mr. Roruscuitp. Mr. Chairman, I happen to notice that Mr. James 
Stuart, the president of the American Tramp Ship Owners Associa- 
tion, is in the audience. It is possible that you might want to ask him 
for an opinion when we conclude. 
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Mr. Casey. I intend that we might do that, and I would not have 
asked Mr. McGuire these questions unless he had volunteered the in- 
formation which was directly contrary to the information we received 
yesterday. 

Mr. Mitrer. Mr. Chairman, Mr. McGuire did not answer Mr. 
Casey’s question as to the terms of the bid. I would like to hear his 
answer to the direct question. 

Mr. McGuire. I am sorry, Mr. Miller. I neglected to complete an 
answer to that. 

I find nothing unusual in the terms of the offer on the part of the 
brokers. The stipulation is with respect to gulf loadings which we 
had touched on previously. That seems to be the only facet of partic- 
ular importance in that particular offer. 

Mr. Casey. The time is not too short, is it ? 

Mr. McGuire. For offers, no, sir, not of vessels known to be avail- 
able at the time. They are customarily offered in very short periods 
of time and quite often by telephone. Offers are made for rejection 
within an hour or two. 

Mr. Mitier. That is all. 

Mr. Casey. Well, you actually have no responsibility directly under 
the law for making any arrangements with respect to these charters, 
do you, Mr. McGuire? 

Mr. McGuire. No, sir, we do not. 

Mr. Casry. No one in Maritime Administration does ? 

Mr. McGutre. No, sir. 

Mr. Casry. When was this order, sir, circulated to the various 
agencies which in effect, as I gather, asked for their cooperation in 
more or less informing you of their activities under the law ? 

Mr. McGutre. Our letter to the shipping agencies of the Govern- 
ment was sent about a month ago, Mr. Cass. I can give you the exact 
date I believe, sir, but it was approximately a month ago. 

Mr. Cassy. And the first reports that you will expect under that 
law are April 1? 

Mr. McGutre. I believe we have had one report from the General 
Services Administration already, sir, but we have requested them 
with respect to the quarterly periods in respect of all shipments sub- 
ject to the provisions of Public Law 664. 

Mr. Casey. So that actually the only responsibility that you con- 
ceive to be yours under the act is merely a reporting activity, in other 
words, getting the information from the various agencies as to their 
pe with this law and reporting it to Congress in your annual 
report 4 

Mr. McGutre. That, as we see it, sir, is the case. As Mr. Roths- 

child mentioned, we conceive it to be an obligation resting upon Mari- 
time under its general responsibility for the administration of the 
Merchant Marine Act of 1936. 
_ Mr. Casey. Actually Public Law 664 does, in language, at least, 
impose an obligation upon the appropriate agencies shipping mate- 
rials to insure compliance with the 50-50 provision. However, in the 
particular section of the act which speaks about fair and reasonable 
rates for United States flag tonnage, it does not really specifically 
impose that determination either upon the appropriate agencies or 
upon anyone else. 
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Has any consideration been given by Maritime as to whether or not 
that is an appropriate function of each ane’. shipping materials or 
whether it should be a proper function of the Maritime Administra- 
tion under the Merchant Marine Act? 

Mr. Roruscuixp. Since, as you point out, it is not specific in desig- 
nating who shall determine what fair and reasonable rates are and 
how they can be determined, it becomes a little difficult. 

The Cuairman. Did you not determine it once? Did not the Mari- 
time Commission make a determination sometime since 1950? 

Mr. Roruscuitp. When Maritime was operating a great many ships 
for Government account, we established a set of rates in 1951 and 1952, 
Mr. Chairman, and they were apparently fair and reasonable rates, 
since they were accepted by the shippers and by the agencies who were 
arranging for the shipment. 

The Cuatrman. What motivated that action at that time since now 
you say you are not responsible? 

Mr. Roruscuitp. We were at that time operating a great many 
ships for Government account. That was during the Korean 
emergency. 

Mr. Casry. This law was passed in the last session and contains 
new provisions, and you have not yet assumed any responsibility under 
the law for fixing fair and reasonable rates ? 

Mr. Roruscuixp. That is correct, sir. 

The Cuarrman. Did we not have similar acts previous to this that 
mentioned something about the rates ? 

Mr. Roruscuitp. We have from time to time in periods of emer- 
gency or war been granted the power to fix rates. 

Mr. Casry. The chairman is referring to the 50-50 provisions. 

The CuatrmMan, This is not the only one. There were others which 
preceded this. 

Mr. Roruscuitp. There have been shipping preference sections of 
various other acts which, if my memory is correct, put the responsi- 
bility directly on the administering agencies to comply with that. 

Mr. Casry. Do you consider that those provisions of the various 
50-50 acts, or provisions of foreign-aid bills, superseded so far as the 
determination of fair and reasonable rates the express provision of 
the section 212 (d) of the Merchant Marine Act, which reads, “To 
establish and maintain liaison with such other boards, commissions, 
independent establishments and departments of the United States 
government, and with such representative trade organizations, 
throughout the United States as may be concerned directly with any 
movement of commodities in the waterborne export and import for- 
eign commerce of the United States for the purpose of securing pref- 
erence to vessels of United States registry in the shipment of such 
commodities” ? 

Mr. Roruscuip. May I delay the answer to that. until I have had a 
chance to discuss it with my counsel ¢ 

The CuarrmMan. Mr. Rothschild, that is the reason for the letter. It 
is the thought of the chairman and the committee that under the 1936 
act you are delegated this authority. 

Mr. Roruscuitp. Surely, we do not want to avoid or evade any 
responsibilities, Mr. Chairman. Mr. Casey’s question was, as I under- 
stood it, Does one act take precedence over the other? And I do not 
think I am equipped to answer that. 
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Mr. Casey. In other words, it would be desirable to clarify your 
particular position ? 

Mr. Roruscuixp. Indeed it would, sir. 

Mr. Casey. You spoke about the fact that you had previously had 
occasion to fix certain rates for shipments on Government-owned 
ships Ma were broken out of the reserve fleet. When did that take 
rlace 
Mr. Roruscutip. The last time to serve the Korean needs. 

Mr. Casey. Suppose I ask Mr. McGuire about how that rate was 
fixed and for what purpose it was fixed. 

Mr. McGutre. In the early spring of 1951, due to a then developing 
shortage of shipping to meet the needs of the intensified war situation 
in Korea and to meet the needs for tremendous grain and coal pro- 
grams for the rehabilitation of western European conditions and for 
the famine then existing in India, we reactivated a number of reserve 
fleet vessels. 

We obtained operating authority and appropriations from the Con- 
gress. And in early March of 1951, we commenced to operate these 
reactivated ships. 

In respect of the commercial-type movements financed by the FOA 
or financed by foreign governments, we had to establish rates of 
freight suitable for operation under generally normal charter terms 
and conditions. Because of the confused financing picture, it was at 
times often at the outlet, impossible to develop whether the cargo mov- 
ing on a particular vessel was being financed by the Government or 
was being financed by the receiving country or whether it would ulti- 
mately be financed in a different way than the manner in which it 
set out to be. 

We established freight rates and applied those rates for the pur- 
poses of movements in Maritime Administration-operated vessels. At 
the same time, those rates were adopted by the FOA, then the ECA, 
as the maximum rates which they would pay to American-flag, pri- 
vately owned vessels transporting similar cargoes. 

Mr. Casey. Were those Liberty-type ships which you broke out of 
the reserve fleet ? 

Mr. McGuire. They were mainly that type, sir. 

Mr. Casry. Now, in fixing this rate, where did you get your in- 
formation as a basis for the calculation ? 

Mr. McGurire. We made a study at the fime to the best of our ability 
to determine the approximate costs of private operation of American- 
flag, Liberty-type vessels and sometimes, as best we could make them 
of our own costs, took those into account in accordance with what we 
believed to be, as a matter of judgment, a fair and reasonable maxi- 
mum level for privately owned vessels, including an element of profit 
and the other capital costs incident to ship operations. 

Mr. Casry. In other words, in the computation of the rate you did 
not consider those vessels as Government vessels but considered them 
as private vessels in the sense that you would, for example, enter into 
the calculation an allowance of depreciation ? 

Mr. McGutre. That is basically correct, Mr. Casey. We considered 
them in the same sense, for the purposes then necessary, in some meas- 
ure as though they were privately owned vessels of similar type. 

Mr. Casey. What assurance did you have that the cost information 
that you used was accurate ? 
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Mr. McGuire. No more, sir, than we have today. We generally of 
course follow operating costs of vessels, American-flag vessels. 
Over the cn we have not had the wealth of information in respect 
of privately owned Liberty-flag vessels that we now have in respect of 
our own very extensive operations during 1951 and 1952, those vessels 
at that time having been operated for us by private American shipping 
companies under the same general types of labor agreements and un- 
der = same general conditions as they have had to operate their own 
vessels. 

Mr. Casey. I think it might simplify this problem for the record, if 
you would tell us the rate that you fixed in 1951 for the carriage of 
grain from the gulf port to Yugoslavia. 

Mr. McGuire. We fixed a rate at that time, sir, of $17.15 per long 
ton, based upon certain terms and conditions of carriage, such as the 
rate of loading and the rate of discharge, and other factors, including 
particularly the use of a standard Government form of voyage charter, 
a form which is not commonly used in the commercial market. 

Mr. Casey. Under that standard form of Government charter, the 
Government assumes more liabilities and responsibilities than in the 
commercial charter ? 

Mr. McGuire. No, sir, the direct reverse is the case. 

Mr. Casey. So that translating that into terms of dollars there 
should be a higher rate under a commercial charter? 

Mr. McGuire. An owner taking that rate for a cargo of grain, 
subject to the terms of a commercial charter, such as the Baltimore 
form C grain charter, does not, in fact, obtain the full revenue because 
of the basic differences in the charters which might impose certain 
additional cost obligations on the owner under the private form as 
compared to the Government form. 

Mr. Casey. In other words, you would expect to pay more under 
the private form as more or less of a premium for the additional risks 
he assumes ? 

Mr. McGuire. That is correct, sir. 

Mr. Casry. Now, going back to the $17.15 rate, that was a rate that 
was used for all dry cargo Liberty ships regardless of whether the op- 
erator was a particularly high-cost operator or low-cost operator ? 

Mr. McGuire. That is correct, sir. 

Mr. Casey. Do you know whether or not in the tramp trade there 
is a wide variance in operating costs among various operators 

Mr. McGuire. There is quite a wide variance, yes, sir. 

Mr. Casey. How was your rate fixed? Was it to insure that the 
high-cost operator would make a reasonable profit ? 

r. McGuire. It was fixed, Mr. Casey, in respect of a presumed 
average cost of operating which would obviously return more benefit 
to the most efficient and most economic type of operator than it would 
to the least efficient and least economic operator. 

It would obviously return more to an operator having a vessel in 
ready position to load a cargo at a particular port than one having to 
move to a port some distance away. It would obviously give him a 
greater return. There are many variables that enter into the picture. 

Mr. Casey. If, everything turned out well for him, weather and 
everything else, he would make probably more than a reasonable profit 
but that this rate was designed to take into account averages all the 
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way through both with respect to cost of operation and normal hazards 
of the operation ? 

Mr. McGutrg. Yes, sir. 

Mr. Casey. And it was designed to at least be a compensatory rate 
with some small profit even to the high-cost operator ¢ 

Mr. McGuire. That is correct, sir. i 

Mr. Cassy. Now, what was the experience ec the period this 
rate was in effect so far as market rates of tramp ships 

Mr. McGuire. Market rates prior to the commencement of Govern- 
ment operations had risen somewhat above the level which we later 
fixed for the Government-owned ships and which, therefore, became 
maximum to be paid by Government agencies. It had risen above the 
level which we later fixed. 

Mr. Casey. After you fixed the rate, did the market ever get below 
the rate you fixed ? 

Mr. McGuire. Not until the export program in coal collapsed in the 
early months of 1952, sir. 

Mr. Casey. So in fact this rate provided a ceiling during at least 
the busiest time of the operation back in 1951 and 1952? 

Mr. McGuire. That is right. 

Mr. Casey. And is it safe to say that if you had not established any 
one rate but had been guided by the market that the United States 
Government would have had to pay out more money in transportation 
charges than by having one set ceiling rate ? 

Mr. McGutre. I believe it to be entirely the case, that the Govern- 
ment did, by the placing into effect of those rates, save a very large 
sum of money in prospective transportation charges, and that opinion 
is borne out more officially by a special report made to the Congress in 
December of 1951 by the then ECA, which gave to the Congress the 
somewhat startling statement that their estimate was that approxi- 
mately $90 million had by that time already been saved to the Govern- 
men in that short period of time since our commencement of operations 
in March of 1951 in the coal and grain programs alone. That was a 
period of just a little over 7 months of time. 

Mr. Casey. That $90 million is directly attributable to the Maritime 
Administration setting the ceiling rate ? 

Mr. McGourre. It had that effect in that the placing into effect of that 
level and the adoption of that level by the agency controlling such 
tremendous quantities of export cargo and the action of that agency 
in adopting that as a maximum for privately owned American-flag 
oer did serve to stabilize the market which had already gone above 

at. 

Mr. Casey. What is your appraisal of the present day market so far 
as rates are concerned for American-flag vessels ? 

Mr. McGutre. If you mean, sir, as to the present reasonableness or 
unreasonableness of rates to date for American-flag ships, and I pre- 
sume you are referring now to the tramp ships in the tramp trade, I 
do not regard them as unreasonable, sir, up to date. 

Mr. Casey. Is there any necessity at the present time for establishin 
an outside ceiling so far as American-flag tramp ships are Gunidtnadt 

Mr. McGurre. I would believe, Mr. Crea: that the answer to that 
question lies largely in fields in which I am not at the moment cer- 
tainly competent to judge. 
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If I could know with any degree of certainty what the probable 
export programs of the shipping agencies of Government will be 
during the balance of this coming calendar year and if we could know 
with a reasonable degree of knowledge what the probable total mili- 
tary movements will be, I would better be able to evaluate whether 
there is actually a prospect of these rates getting to a highly unreason- 
able stage. Up to the moment, I do not believe they have reached that 


stage. 

Mr. Casey. Is not the kind of information that you are referring to, 
that is knowledge of the prospective cargoes of the various agencies 
of Government, essential in your operation so far as keeping watch 
over these freight rates ? 

Mr. McGurtre. It is desirable, Mr. Casey. 

In the lack of any statutory authority or direction to control rates 
or control these markets or to attempt to do so, it is of course very 
desirable information to have and we attempt to procure it from time 
to time by personal discussion with the representatives of the shipping 
agencies a Govaenannnd: but I must say, somewhat in defense of those 
— who have the shipping responsibilities in their individual 

epartments, that it is my caicendea and my experience that they 
themselves are not able to determine very accurately what the pros- 
pective program requirements will actually turn out to be. 

What I am saying is that the actual negotiation of programs for 
many of these overseas-aid activities are carried out by people not 
directly connected with the transportation phase but rather by those 
in the program areas and in our missions abroad in foreign countries. 

Mr. Casey. It just seems to me that there is a lack of coordination 
somewhere. I do not care whether it is because of the shipping agen- 
cies in these various departments like Agriculture and FOA not 
themselves having direct responsibility to negotiate these programs, 
but. it seems to me that they should have some responsibility for keep- 
ing in daily contact almost with the people who do make these pro- 
grams so that we can coordinate and at least space this cargo in such 
2 WAY that we will not.get it all at once and have to resort to foreign- 

ag ships. 

Mr. Roruscuiwp. Mr. Casey, it was difficult to hear from where I 
was sitting. But if I understood the testimony given by the gentle- 
man this morning, who preceded us, I believe he said that they had 
no advance knowledge on shipping requirements and very often got the 
request for space after the cargo had already started to move from 
inland points. 

Mr. Casey. I might say that the people from GSA that testified 
this morning apparently La a very small part in the present ship- 
ments of cargo, and I was referring more to the people in Agriculture 
and FOA that have a tremendous program already under way, where 
it seems that some better coordination would operate to not only insure 
better compliance with the 50-50 law but provide a better and more 
stabilized market. 

I had in mind the testimony of Mr. Hudtloff from Agriculture to 
the effect that he has no way of determining fair and reasonable 
rates, that he has been in a quandry for the past week as to whether 
he is free to go into the foreign-flag market ; and, of course, he is free 
if there are no American-flag ships available, physically, but if he 
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does get some bids from American-flag ships, he wants to know where 
is the outside limit of fairness and reasonableness. 

It was pursuant to that difficulty that the chairman addressed a 
letter to Mr. Rothschild asking the Maritime Administration to deter- 
mine what is the ouside limit of fairness and reasonableness so far as 
the shipment of cargo from gulf ports to Yugoslavia. Have you been 
able to ascertain a figure that we might use in that respect ? 

Mr. McGutre. We have arrived at such a figure, Mr. Casey, and I 
have informally communicated my own views in that respect to 
Colonel Hudtloff. That was done by telephone to his office several 
nights ago. 

‘he advice that I gave to Colonel Hudtloff’s office was that we had 
arrived at a conclusion that an additional rate in the nature of $1.15 
per ton of cargo from North Atlantic ports to Yugoslavia or $1.30 ner 
ton of cargo from gulf ports to Yugoslavia over and above the former 
Ni5A rates could in our judgment be considered reasonable and equit- 
able. 

Mr. Casey. And that is the outside limit of reasonableness in the 
sense that, unless the Department of Agriculture can secure American- 
flag tonnage at that rate or less, they are free to go into the foreign- 
flag market ? 

Mr. McGuree. That would be a matter for their judgment, sir; but, 
if it aids them in making such determination, it could be used for that 

urpose. 
5 Mr. Casey. Is that the thinking that went behind the calculation of 
this rate? 

Mr. McGoutre. Yes, it is, sir. 

Mr. Casey. How did you arrive at the additional $1.15 or $1.30 
that you would add onto this rate ? 

Mr. McGume. We examined into the costs of private owners as 
best we could secure them from a group of private American tramp 
vessel owners, that is to say owners and operators of Liberty-type 
vessels. 

We made our own calculations on a purely hypothetical basis, based 
upon our own knowledge, experience, and records as to the cost of 
manning vessels; and I should say, sir, that the primary subject to 
which we addressed ourselves was the total wage cost of American-flag 
vessels; what has happened to the total cost in that area in the inter- 
vening period of time since the former NSA rates were effective as 
ceiling in 1951 and early 1952; what is the difference between the costs 
obtaining at that time and the costs obtaining today for private oper- 
ators. 

We find that not to be too difficult a subject to ascertain with reason- 
able certainty. 

As to the other elements of cost such as subsistence. stores supplies 
and equipment, maintenance and repair of vessels, and insurance fac- 
tors, such as hull and machinery insurance and protection and indem- 
nity insurance, there have been changes in those. In some cases there 
have heen increases; in other there have been decreases. 

On the wage factor, we took the average of experience reported to 
us, figures reported to us by five American companies for their total 
wage costs in 1954 and this current period of time which includes the 
straight-time wages, overtime, bonuses, if there were any—there have 
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not been any for some time—taxes, vacation-fund payments, pension- 
fund payments. 

The average of those 5 operators was $786.80 per day. Subsequent 
to having developed that information, we received figures from 2 addi- 
tional companies which were quite similar, in one case $789.23 and in 
the other case $810.77. So that we would not rely wholly upon private 
company figures, we made our own hypothetical base. 

e have sufficient knowledge to give I think more than reasonable 
assurance that the figures given us by the private companies are, in 
fact, accurate. Our own estimate of the total daily wage cost for a 
Liberty-type ship in this current period of time is $778.20, including 
overtime and all the other factors that I mentioned. 

Now then, we used the basic cost figure of the private companies, 
the $786.80, and against that, so that we would again have the most 
accurate base possible, rather than rely apee individual company 
figures, which are perhaps less accurate for the former period of time 
than now, we used our own experience in respect of wages, overtim 
and other benefits during our rather large period of operation an 
which can be presumed to be on the average wholly the same as private 
owners because they were in fact operated for us by the American 
private owners and under their normal union agreements. 

Our actual average total wage cost for the period of our operations 
in ECA-type service, that is, handling commercial cargoes of coal and 

ain, there were 1,354 voyages during 1951 and early 1952, was 
$601.77 . We subtracted the one from the other and arrived at the 
conclusion that it was in our judgment beyond question that there 
was indicated a definite increase of at least $165 per day as between 
the total wage costs of private market owners of Liberty ships in 1951 
and those prevailing in 1954 and the first months of this year. 

We translated that $165 a day into a voyage calculation basis in 
respect of the grain cargoes to Yugoslavia and Turkey and arrived at 
what I believe to be equitable differentials in respect to the Yugoslav 


cargoes. 

TL must repeat that we utterly disregarded any other types of cost 
increases reported by private owners because we felt them to be measur- 
able against cost decreases in certain areas. 

Mr. Roruscuiip. May I point out, Mr. Casey, that if this is a fair 
and equitable figure as we baller it to be that this would have the 
effect of establishing whatever dollar profit had been in the previous 
rate at a figure no larger under the increased rate than it had been 
under the lower rate, and that on a basis of percentage of profit against 
total voyage income the percentage will have declined. 

Mr. Casey. In other words, you have only estimated the cost and 
have left the profit factor as it was in the $17.50 rate as it is so that the 
percentage of profit decreased ? 

Mr. Roruscuip. Correct. 

Mr. Casey. Now, Colonel Syran testified yesterday that back in I 
think July and August of 1954 he was getting American-flag ships— 
and I am not certain now whether from the gulf or North Atlantic— 
for $10.50 a ton. 

Would you care to comment on that rate as to how operators could 
afford to take it at $10.50 a ton in July or August and now have to 
receive in the vicinity of $17 or $18? 
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Mr. McGuire. To answer your question directly, sir, I believe that 
at that time the American operator operating at the $10.50 rate, which 
I believe you said was from gulf ports—— 

Mr. Casey. I am not sure whether it was gulf or not. 

Mr. McGutre. He was presumably losing money, sir. 

I have a record of some fixtures that we developed from market 
sources in the past, in the spring and summer months of last year. 
There were actually reported grain fixtures from north of Hatteras 
ports to Yugoslavia as low as $10.50 per ton for American-flag vessels 
in July of 1954. That is the lowest of which I have a record. 

There were reported for foreign-flag vessels in the same month 
fixtures at $7.50 here. 

There is an intersting comparison there because we talk a great 
deal about rate increases for American-flag vessels, but I think it is 
significant that the last information that I have as to rates quoted 
from United States north of Hatteras ports to Yugoslavia for grain 
fixtures is $11.75. which is an increase of $4.25 per long ton of cargo 
over the lowest foreign-flag fixture in July of last year. 

For the American-flag vessel the picture is generally quite com- 
parable. The lowest United States-flag fixture was $10.50 and the 
latest reported up to the last days of last week, the 4th of February, 
on this report that I have was $15.15, or $4.65 in excess of the lowest 
rate reported in the summer of last year. 

Mr. Casry. This $15.15 was a north-of-Hatteras rate; was it? 

Mr. McGuire. Yes, sir. 

Mr. Casry. What is the ordinary differential between north of 
Hatteras and the gulf? 

Mr. McGutre. $1.50. 

Mr. Casey. So that we will understand the significance of this rate 
that you have given the committee this morning, it is conceivable, is 
it not, that certain operators could well afford to bid $1 or $2 less 
than this rate under the particular circumstances with which their 
ships might be confronted and still make a fair and reasonable profit ? 

Mr. McGuire. I would believe that they could do some depending 
on their individual situation. For example, certain vessels have been 
running with grain cargoes and already have grain fittings aboard. 
They would not, if they are going out for another grain cargo, go to 
a goodly part of the expense of fitting for grain. That has run as 
much as $8,000 or $9,000 for the full installation of grain fittings at 
North Atlantic ports. 

Mr. Casey. From the work that you have done in calculating this 
rate, is there any other conceivable explanation. for the $10.50 rate 
that existed in the last 6 months of last year, other than that the 
American-flag tramp operator was losing money to carry grain at 
that rate? 

Mr. McGutre. There is no other explanation except the desire of 
owners, of course, to keep their vessels employed, and that is, of course, 
no different than the case of vessels chartered for other purposes, in- 
cluding Military Sea Transportation Service time charters. 

Mr. Casey. I think this is an appropriate point at which to ask with 
respect to the transfer of ships Fons American flag for foreign flag. 
I wonder, Mr. Rothschild, if you would review briefly when that 
program started, the authority under which it was carried on, and the 
development in it to date. 
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Mr. Roruscuip. I would be very happy to do so, Mr. Casey. 

Mr. Chairman, the policy followed in administering sections 9 and 
37 of the Shipping Act of 1916 as to authorizations for transfers to 
foreign ownership and/or foreign registry of profitably owned Ameri- 
can-flag oceangoing vessels is a matter of broad interest and concern 
and one which has been considered a great many times in the past by 
various committees of Congress. 

The record of previous hearings on this subject is well documented 
so I will not now attempt to cutie or list the legislative background 
surrounding the original adoption of these statutory provisions and 
their amendments. But section 9 stipulates that the consent of the 
Maritime Administration must be obtained in order to sell, mortgage, 
lease, charter, deliver, or in any means transfer to an alien or to place 
under foreign registry or flag any vessel or any interest therein, owned 
in whole or in part by a citizen of the United States and documented 
under our laws. 

Section 37 of the act supplements the normal or past time require- 
oe providing that when the United States is at war, or during 
a period of national emergency, it shall be necessary to obtain the 
permission of the Maritime Administration, not only to do any of the 
things outlined in section 9, but as well to secure permission in con- 
nection with the sale, mortgage, charter, or transfer to an alien of any 
vessel owned wholly or in part by a United States citizen or corpora- 
tion whether or not such vessel is documented under the laws of the 
United States, and further requires his permission in connection with 
any sale. mortgage, or transfer of any shipyard, drydock, ship-repair 
plant, and other similar items. 

About a year ago, a little less than a year ago, I testified before a 
Senate committee to the effect that it seemed pretty clear that the basic 
purpose of these provisions is to restrict sales or transfers to aliens of 
vessels which are required to meet the needs of our foreign and do- 
mestic commerce and our national defense. 

It has been necessary for me, as well as for my predecessors, to care- 
fully consider these factors and in each instance to weigh them in the 
light of the actual circumstances involved, and the conditions under 
which we were then operating. But against that, it has always been 
necessary to consider the inherent and constitutional rights of the 
owners of private property because this is the only item of which I 
have any knowledge, a ship and the other things that go with a ship, 
the only item of which I have any knowledge against which there run 
restrictions such as there are against ships. 

Any other piece of property which an individual American citizen 
or an American corporation owns can be transferred freely and at will. 

T am unhappy to report to you that during this approximately year 
and a half that I have been Maritime Administrator, we have been in 
« bad market, and only in the last couple of months has there been 
any upsurge in cargoes offered and in rates at which they are ac- 
cepted. Now, this has been especially bad in the unsubsidized tanker 
and tramp dry cargo field of our merchant marine. During the sum- 
mer and fall of 1953 there was a very serious unemployment situation 
for the most economical type of American registered tankers, the 
Liberty tanker. Its official peiwntion is the S-ET-1. That was a 
wartime emergency conversion of a vessel which had been built only 
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as a dry-cargo vessel. Out of 62 ships of that type constructed durin 
the war, 58 had been sold to United States citizens, of which 10 ha 
prior to that time been transferred to foreign ownership and regis- 
try, and 17, because they were so uneconomical, had been reconverted 
at considerable cost to dry-cargo carriers. This left only 31 such ships 
remaining as tankers and of those most of them had been idle for a 
considerable period of time. 

After very careful consideration of this Liberty tanker problem, 
I came to the conclusion that this was a pretty inefficient, uneconomi- 
cal and outmoded type of ship which couldn’t survive in commercial 
competition, not only against low-cost foreign competition, but 
couldn’t even survive against the newer, better, more efficient types 
under American flag. 

On December 15, 1953, therefore, I made the decision to permit the 
transfer of any tanker of this type under a reasonable showing of 
hardship. Under that policy there have been transferred to foreign 
ownership or registry 28 of those 31 vessels, and there is 1 applica- 
tion still pending. It is noteworthy, however, that in connection with 
all of these Liberty tanker transfers we have required that owner- 
ship be retained directly or indirectly by United States citizen, and 
have additionally required a guaranty backed by a bond or accept- 
able liquidated damage provision. We have also required that the 
vessels will be available to the United States upon request during war 
or national emergency on the same terms as would be applicable to 
American registered vessels which would be requisitioned under pro- 
visions of section 902 of the Merchant Marine Act. 

The other major development in this field which has occasioned a 
great measure of interest is the decision which I made August 16 to 
permit the transfer of ownership or registry to selected foreign flags 
of a reasonable number of Liberty dry-cargo vessels. 

Mr. Casry. That is 1954, Mr. Rothschild ? 

Mr. Roruscuinp. Yes. 

This too was done after long and careful consideration, and many 
conversations with our staff and with people who were the owners of 
those vessels and with associates representing those people. We also 
were looxing at their positions then and the prospective chances of 
employment for Liberty dry-cargo vessels. 

But on August 1, 1954, there were 140 privately owned American- 
flag vessels unemployed. They were idle, most of them for unem- 
ployment. That number included 89 Liberty dry-cargo ships or about 
40 percent of the 226 vessels of that type then under American regis- 
try. Of those 89 Liberty ships 43 had at that time been idle for 4 
months or more. Of the total of 226 American-flag Liberty dry- 
nee ships, approximately 130 had been mainly engaged in tramp 
trading. 

Now, in the tramp-trade rates, they are set by competitive bidding, 
as has been demonstrated this morning. The balance of those vessels 
had been engaged in our domestic coastwise and intercoastal trades or 
in foreign berth and liner services with a few chartered by MST. 
There are three alternatives which face an owner. of an unemployed 
vessel. First he can leave it in lay-up. He can sell it for scrapping. 
Or he can request a foreign transfer. 

Continued lay-up, obviously, can’t go on indefinitely because of the 
lay-up costs involved and the great losses that would come to an owner. 
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Scrapping, depending on the situation in scrap-metal markets and 
other factors, might ibly enable an owner to realize his invest- 
ment. On the other hand, it might only reduce his loss by whatever 
recovery he got from scrapping. Of course, in either case whether the 
vessel be laid up or hather it be scrapped, it offers no opportunity 
for a useful life. 

Nor does it offer any jobs for American seamen or for American 
shoreside labor. Nor does a laid up or scrapped vessel buy any sup- 
plies, or any fuel, or any stores. 

I discussed this problem over a period of several months with 
owners of these ships and with the association. From my conversa- 
tions it was quite easy to see that nearly all such owners would have 
preferred to continue to operate their ships under American flag if it 
were economically possible. But in general, they saw little possibility 
of long-range profitable employment for their ships and didn’t have 
much hope that they would ever get an operating subsidy as has been I 
offered to the shipping in liner service. I, therefore, came to the con- 
clusion that it was far better to save a substantial part of this fleet for ‘ 
American-flag operation than it was to run the risk of losing substan- t 
tially all of it. Tan concerned about the unemployment which that 
loss of nearly all that fleet would have meant and also the business- 
generating possibilities because, as I said before, a nonoperating ship 
or a transfered ship doesn’t do anything more for anybody. It was 
my thought further there that the existence of a reasonable number 
of tramp vessels could be justified, but in excess of that number, what- 
ever it might be, could not be forced to remain under the American 
flag, if we were to protect the rights of an American to his property. 

I then addressed a letter to the Department of the Navy asking them 
for their stand in the matter and I should like to quote their response : 

The slow speed and rapidly approaching obsolescence of Liberty-type ships 
render them unsuitable for use as naval auxiliaries and of continuing decreas- 
ing value for effecting point-to-point lifts of military cargoes during a war. 
Nevertheless, because of the overall need upon mobilization for shipping space 
in excess of that currently available, the Department of Navy must at this 
time oppose any sale or transfer of Liberty-type vessels which does not assure 
their nse by the United States when required. 

It is understood that each application will be considered on its individual 
merits and that the conditions set forth in your letter of December 16 1953, to 
the Secretary of the Navy will be adhered to with respect to any transfer of 
Liberty-type cargo vessels or Liberty-type colliers. 

As the above conditions will provide for the retention of these vessels under a 
effective United States control and will assure their use by the United States 
when required, the Department of the Navy will interpose no objection to the 
transfer of Liberty-type dry-cargo vessels or Liberty-type colliers to foreign 
flag and registry under the provision of the contemplated policy. 


Since August 16, 1954, to date, we have approved the transfer of 
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ownership or registry to the flags of Panama and Liberia of 69 2 

Liberty-type dry-cargo ships against which we have commitments 

from the owners of an equal number of ships of the same type pro- 

viding for the retention of those vessels under American ownership t 

and flag for an indefinite period of time into the future. | 
In all of these transfers ownership vests directly or indirectly in I 


an American citizen or in an American corporation, the majority 
stock ownership of which is held by an American citizen, and the 
same commitments as in the case of the Liberty tankers and other 
ships transferred during the past several years—that is, the vessel 
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shall be available to the United States Government upon request in 
time of war or national emergency and under the same terms as 
would be applicable to American-flag vessels—has been made a part 
of the transaction. 

In connection with all the transfers approved since I have been 
in office, wherever the resale involved was under mortgage to the 
Maritime Administration we have required that such mortgage in- 
debtedness be settled in full before the transfer order was issued. 
As a result of that requirement we have received settlements of mort- 
gage principle and interest to date in the amount of $8,408,536 for 33 
of the 69 Liberty dry-cargo ships approved for transfer since 
August 16. 

Of the other 35 vessels only 2 were under mortgage to the Govern- 
ment and before their transfers are completed we will receive an 
additional sum of $597,879. So there has been a total liquidation of 
mortgages of about $9 million. 

Now, with the Liberty tankers which were transferred from De- 
cember 16, we received settlements of principal and interest in the 
total sum of $9,990,391. 

The Cuarrman. Let me interrupt you for a moment. The Chair has 
received many letters dealing with the subject which you are discuss- 
ing, as you may presume, from labor with respect to transfers, and 
in our general review of Maritime affairs before this committee we 
contemplated discussing it at that period. 

The only thought in connection with the present hearing in my 
mind, and I think in the minds of some of the committee members is 
this question: Did this transfer of dry-cargo vessels have anythin 
to do with the situation in which the Department of Agriculture a 
others find themselves today ? 

Mr. Roruscuip. Of course it did. 

The Cuarrman. I do not mean to stop you, Mr. Rothschild. Since 
we got into this I want to give you plenty of time. The House meets 
today. Of course, this committee does not have authority to sit during 
the session of the House, but I will get authority as soon as I go over 
there to sit this afternoon. I do not think there will be a long session 
of the House today, but there is business before the House in which 
this committee is very much interested today. 

Due to that fact, I hope you will find it convenient if we can recess 
at this time and come back, say, at some later time. 

Mr. Miter. 2: 30. 

Mr. Roruscuitp. Whatever you wish, sir. 

The CHamman. We will stand in recess and return at 2:30. 

(Whereupon, the committee recessed at 12:05 p. m., to reconvene at 
2:30 o’clock.) 

AFTERNOON SESSION 


_ The CHarrman. The committee will come to order. We will con- 
tinue with Mr. Rothschild. 
Mr. Casry. Do you have a short way to go in your statement, Mr. 
Rothschild, in the brief summary that I asked you to give? 
oe Fores. I promise you, Mr. Counsel, that the balance of it 
is brief. 
Mr. Casey. All right. 





LL Se ee ey 


102 ADMINISTRATION OF 50-50 LAW 


Mr. Roruscump. I think the last figure I mentioned, Mr. Chairman, 
was that the settlements of principal and interest on the Liberty 
tankers which were transferred amounted to $1,990,391, on 8 ships 
— had been mortgaged to the Government out of the 28 trans- 

erred. 

I would like to comment, if I may, on the balance of the transfer 
program, now that we have covered the Liberty phases of it, and it 
will take me no more than 2 or 3 minutes. 

As I mentioned to you before, I took office soon after the first of 
July in 1953, and since that date and in addition to the Liberty-ship 
transfers, we have authorized foreign transfers of ownership or reg- 
istry for a number of vessels other than Liberty’s. A great many of 
them have been on small miscellaneous craft involving vessels of less 
than 1,000 tons, and I am sure they are of no moment to you at this 
time. But if you want a list of them we will be very happy to give 
it to you. 

For several years past the Administration has permitted the trans- 
fer of older ships of both tanker and dry-cargo ships, including war- 
built Liberty’s and T-2’s as a means of fostering construction of new 
and faster ships for the improvement of our American merchant 
marine and for the improvement of our defense position. By the 
action of the Congress in the last session, the age at which the tankers, 
for example, might be traded in was altered to 10 years, as you well 
know, which is part of that whole program. 

Since the latter part of 1951, a total of 27 vessels, including 12 
Liberty dry cargo and 5 Liberty tankers, have been approved for 
transfer in connection with the building of 9 new tankers. Addi- 
tionally, approval in principle has been given to other proposals in- 
volving transfers against new construction. They have not been car- 
ried to conclusion yet, but the approvals are outstanding. If they. 
do not come to some conclusion, we will do something about those’ 
approvals. 

We are giving you a full statement of the consumated transactions 
under this program, and this statement will indicate that of the 27 
vessels transferred, they aggregated a little under 350,000 deadweight 
tons at an average speed of 11.6 knots. The 9 new ships involve a 
tonnage of about 265,000 tons and range in speed from 16 to 171%4 
knots. So there is substantial utility equivalent involved. 

We have also, as a matter of long-time policy, transferred overage 
ships, and we consider anything 17 years or more to be overage. In 
addition to that we authorized the transfer of a 4 T-2-type tankers 
to Panamanian registry by an American oil company which is wholly 
engaged in foreign marketing and refining. The vessels could not 
be employed competitively under American flag and, as a quid pro 
quo, the owner agreed to rehabilitate these vessels in American ship- 
yards at a cost of $800,000 apiece. 

I think that concludes my general brief statement on the subject, 
Mr. Chairman. 

We have prepared for the use of your committee a rather substan- 
tial document here which I should like to turn over to you at this time 
which I think will give you complete information, charts, tables, and 
so on, on the whole transfer position of the Maritime Administration. 

(The document, Review of Vessel Transfer Activities, containing 
charts, tables, etc., will be found in the committee’s file.) 
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Mr. Roruscuip. In closing I should like to say once more that our 
conclusions and actions have at all times been taken with the idea of 
carrying out the obligations assigned to us under the various acts for 
the welfare of the American merchant marine and with continuous 
attention to our defense posture at all times. 
fense posture at all times. 

The Cuarrman. Mr. Casey. 

Mr. Casey. Mr. Rothschild, actually the interest of the committee 
at this time, as the chairman has already indicated, is really the effect 
of this foreign transfer program on the present situation insofar as 
providing American-flag ships for carrying the various cargoes that 
are being shipped under FAO, Agriculture, and GSA auspices. 

You indicated that you struggled with the responsibility of the 
Maritime Administration to determine the size of the fleet both with 
respect to the requirement of carrying a substantial portion of the 
foreign and domestic commerce of the United States and also with 
respect to national defense. 

As far as national defense is concerned, I assume that you have felt 
that the Navy are the best people to advise you as to the needs of the 
American-flag tramp fleet ? 

Mr. Roruscuitp. We look to them not only for information as to 
the tramp fleet, Mr. Casey, but as to the total defense requirements of 
all types of ships. 

Mr. Casey. Does this foreign transfer have reference only to the 
tramp fleet ? 

Mr. Roruscuixp. I have covered today every transfer that I have 
had anything to do with since I have been in office. 

Mr. Casey. So far as the requirement of the carrying of a substan- 
tial portion of our commerce, you initiated on August 16, 1954, thie 
policy of transferring Liberty dry-cargo vessels ¢ 

Mr. Roruscnixp. That is right. 1 

Mr. Casey. Did you have available to you at that time any data 
from Agriculture or FAO or GSA as to the prospective programs of 
those sence and the necessity for American-flag ships to carry 
cargo? 

Mr. Roruscuixp. I don’t believe we did. 

Mr. Casey. So your action was taken without regard to what the 
future requirements of United States agencies might be for shipping 
our own products overseas ? 

Mr. Roruscuitp. Some parts of these programs had not as yet been 
possible under the laws as they existed on and prior to August 16. 

Mr. Casey. Public Law 480 was approved on July 10, and under 
title I it authorized the sale of $700 million worth of commodities 
abroad, besides a broader program of $300 million worth of commodi- 
ties. Certainly that particular law was on the books, and I wonder 
whether or not it would not have been advisable to get in touch with 
Agriculture to find out what their requirements would be for Ameri- 
can-flag ships in connection with that program. 

Mr. Roruscuip. Thinking of this solely as a tramp-ship problem, 
I think it might be well to remember that prior to World War II 
there was no American tramp fleet, and had never been one. It was 
a creature of a series of circumstances which came about as a result of 
World War II. It was a critical problem even before I came into 
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office, but when we started looking into it shortly after I came into 
office it had already become a matter of acute concern to numbers of 
people. There had been proposals that some means of subsidizing the 
tramp fleet should be worked out in order to keep it alive. 

Based on the figures which were available to us on the recent em- 
ployment situation, it did not then seem possible, nor does it today, 
perhaps, seem possible that we could have kept in successful opera- 
tion as an important element of the American merchant marine the 
number of vessels which were then in the tramp fleet. 

Mr. Casry. I assume that is intended as an answer to my question 
as to whether or not it would not have been advisable to get in touch 
with Agriculture to find out how much they were going to have to 
ship under title I of Public Law 480? 

Mr. Roruscump. I presume it is. 

Mr. Casry. Do I understand you to say—— 

The Cuarrman. What did hesay? I did not hear. 

Mr. Casey. I said I assumed that was in answer to my question. 
He had already made an answer to a similar question along the same 
lines, indicating that he had not contacted Agriculture and had not 
contacted FAO and had not contacted GSA prior to the announce- 
ment of the policy on August 16, 1954. Is that correct? 

Mr. Roruscuix. I had not personally. Perhaps some contacts had 
been made within our shop. I don’t know. 

Mr. Casry. Were any of the contacts and information received used 
in making the determination ? 

Mr. Roruscuitp. They may have been the basis for advice which 
came to me from various members of the staff and they may not have. 
I am not sure. 

Mr. Casry. Let us approach it from the standpoint of hindsight, 
which of course is the way I am approaching it. Had you known at 
the time the amount of cargo which was going to be shipped under 
title I of Public Law 480, the amount of cargo which was going to be 
shipped by FAO during the fiscal year 1955, and the amount of cargo 
to be shipped by GSA; and had you known also that the 50-50 law 
would be passed, would you still have authorized the transfer foreign 
of half the tramp fleet ? 

Mr. Roruscui. I don’t know that I could answer that, Mr. Casey. 
It may have had some influence on us. Of course, for one thing, no 
one knew at that time that the 50-50 law was going to be passed. 

I am not yet convinced that anything that we have done was a 
matter of poor judgment. I am not convinced because from the in- 
formation which Mr. McGuire supplied this morning, we do not know, 
except from hearing what you read from some other witness’ testi- 
mony, that ships are not available. I believe, as a matter of fact, we 
quoted to you this morning that 4 ships had been offered in connec- 
tion with GSA’s request 2 days ago. We did not state for the record, 
but I think it is most illuminating, that GSA refused all 4 of those 
American ships 2 days ago. 

Mr. Casry. Do you know of any ships now in the tramp fleet that 
are lying idle? 

Mr. Roruscuip. I think there probably would be a small number. 

Mr. Casey. That have not yet been put back in operation ? 
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Mr. McGuire. I think I can answer that, Mr. Casey, if you wish. 
The only ships of which we have knowledge in the dry-cargo field 
that are idle today are ships idle for special purposes, not for lack of 
employment. There are certain of the Libertys that have been taken 
under forfeiture proceedings of the Department of Justice that are 
lying idle. There are a few ships of other special types that are lying 
idle for particular purposes—dry-cargo ships. 

The Cuatrrman. What are those purposes? 

Mr. McGuire. The particular purpose in one instance of which I 
have knowledge, Mr. Chairman, is that there are 2 vessels of the 
C1-M-AV1 type owned by an American company under American 
registry, that are lying idle pending possible sale either to Brazilians 
or to the Koreans under the terms of the 2 acts passed by the Con- 
gress during the 2d session of the 83d Congress, authorizing the 
making available of vessels to those governments. 

There is another one of the same type lying idle for basically the 
same reason. 

The CuarrmMan. I am interested, Mr. Rothschild, not in a critical 
way, but just to see what we can get at about what brought this situ- 
ation to exist. It cannot be denied that this situation exists, because 
too many people have testified that it does exist. 

You decided in August of 1954 to transfer these ships. How many 
dry-cargo vessels since then have you transferred ? 

Mr. Roruscuinp. Sixty-nine Libertys. 

The Cuarrman. They have been available how long for this tramp 
bulk movement ? 

Mr. Roruscuirp. If you use the number of 130 to which I referred 
as possibly being part of the tramp fleet—and it is hard to pin down 
exactly how many 

The CuatrmMan. That would leave 61, then ? 

Mr. Roruscuiip. That would leave 61; yes. 

The Cuarrman. So you permitted to be transferred over half, or 
half, we will say, of the available cargo vessels in August of 1954? 

Mr. Roruscuitp. From August until a few days ago. 

The Cuarrman. That did not all take place at one time? 

Mr. Roruscuitp. No, sir. 

The Cuatrman. From August to the present time how were the 
decisions made as to your permitting their transfer? Were some of 
them permitted to be transferred in each one of the months of August, 
September, October, November, and December ? 

Mr. Roruscuixp. I believe so. 

The Cuatrman. Now you get up to December. How many did you 
transfer or let go in December ? 

Mr. McGurre. If you will bear with me just a moment, Mr. Chair- 
man, I have to pick them out of the statement here. 

The CHarrman. Mr. Robeson has asked a question. Is the same 
owner continuing to operate the ships which have been transferred 
to another flag ? 

Mr. Roruscuitp. In some cases he is, and in some cases there were 
sales to other owners. There were 20 Liberty dry-cargo ships trans- 
ferred in December. 

The Cuatrman. In December. In December it was generally known 
that the Department of Agriculture had all this cargo, according to 
their testimony. 








OED EE ESE TE TO rR SE ES 


106 ADMINISTRATION OF 50-50 LAW 


Mr. Roruscuiip. You want to know why we continued to transfer | 
ships in the light of that knowledge; is that right ? ) 
e Cuarrman. I am not going to put words in your mouth or let | 
you put them in mine. You say that your staff advised you to go into 
this transfer business. That is what you said just a while ago, did 
you not ¢ 

Mr. Roruscuip. Yes, sir. 

The Cuarrman. You transferred 20 in December when there was 
more cargo available than there were ships to carry it. How many 
did you transfer in January, Mr. McGuire? 

r. McGutre. Mr. Chairman, although I would have to search the 
record, I believe four in January, sir. 

The Cuatrman. How many in November? 

Mr. Roruscuiip. Seven in November, Mr. Chairman. 

The CHarrman. How many in February ? 

Mr. McGutre. I mentioned four as being transferred in January, 
Mr. Chairman. I am advised that it was 3 in January and 1 in 
February. 

The Totaled. That is 31 ships, we will say, in the last 3 or 4 
months, while all this cargo was generally known to be available. 

What recommendation would you make to avoid a situation of this 
kind? I do not want to be critical of anyone, but you stated that on 
the advice of your staff you have been carrying on these transfers, per- 
mitting these transfers. All of us have read in the papers of these 
programs long, long ago, and know of the pressure from shipowners 
and members of this committee last year to get this 50-50 bill passed. 
We have had 50-50 bills heretofore, and it was evident that we were 
going to have it in this program. 

It is just beyond me to understand, being perfectly charitable to 
all concerned, why there was not some coordination among these agen- 
cies, and your agency in particular is the one that should have done 
so in some way because you are charged with the responsibility of 
perpetuating a strong American merchant marine. 

Go ahead and say what you want tosay. 

Mr. Roruscnup. Mr. Chairman, as I indicated a little while ago, 
this was a matter of considerable concern before I took office, and it 
became increasingly difficult from the time I took office until we re- 
vealed this program. 

The Cuarrman. You mean this transfer. 

Mr. Roruscuixp. This lay-up of these ships, the unemployment of 
these ships. 

The Cuarrman. A great deal of this took place when the cargoes 
were accumulating. 

Mr. Roruscuip. Yes, sir. I believe I will come to that in just a 
moment, sir. 

We had a very large number of applications in the shop for foreign 
transfer prior to the establishment of any policy. When we took 
count on the Ist day of August 1954, 89 Liberty dry-cargo ships were 
laid up. Whether you count that against the 130 in the tramp fleet 
or the total numbers used in all portions of the fleet, that is a very 
sizable and very disturbing number. 

In consultation with my staff, and in consultation with representa- 
tives of the tramp industry, many, many times for long periods of 
time, I concluded, on the basis of what I learned from those various 
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consultations, that if something were not done of a substantia] nature 
to relieve the situation, we stood in grave danger of losing our entire 
tramp fleet. I still think that, had we not done something of substan- 
tial nature at the time, we would by now have lost nearly all of our 
tramp fleet. In the overall responsibility which I think I have to 
strengthen and preserve the American merchant marine, I felt then, 
and I still feel, that we were far better off to have a smaller number 
of vessels in the tramp fleet which could be reasonably well expected 
te get employment enough to keep them in existence than we were 
to run the risk of losing the whole fleet. 

Any applications which were acted upon at dates which have been 
given to you and in numbers which have been given to you, were the 
result of the filing of those applications long before that, and I felt 
that in justice to those ae who had filed applications and who 
had sat around for months waiting to find out what was to happen 
to them, they deserved no less consideration than those people who, 
just by chance, had had their applications acted on at an early time. 

Therefore, when we issued the order in December cutting off the 
opportunity to file ay more applications, we applied that principle 
once more and went through and processed those applications which 
were already in the shop. 

Mr. Casey. In other words, once you closed the door, so to speak, 
on December 17—— 

Mr. Roruscuup. I think that is the date. 

Mr. Casey. You already had announced the policy in August of 
the conditions under which you would permit the transfer of ships to 
foreign flags; and you felt that, rather than penalize those who had 
come in under that policy, you would follow the same guideline, so to 
speak, for all the applications then pending? 

Mr. Roruscuixp. In the main it was no fault of the man who filed 
the application as to whether his application had been acted on or not. 
It was a matter of how they happened to be processed through our 
shop. I felt that they were entitled to the same consideration as those 
people who had been more fortunate, perhaps. 

Mr. Casey. Did you have any estimate at the time you announced 
your policy on August 16 of the number of ships that would be in- 
volved in the transfer program ? 

Mr. Roruscuip. Yes, sir, and I so notified Mr. Tollefson in answer 
to his letter of July 31. In my answer of August 19 I said to him: 

I am sure you will agree that even when all of the contemplated transfers have 
been accomplished, there will have been uffected only a very small percentage of 
our existing private American merchant marine—at the most not more than 5 
percent of the present total of a little more than 1,200 ships so registered. 

I missed it by 1 percent, Mr. Chairman, because it comes to a little 
less than 6 percent. But when I had started out I had felt that it 
would be necessary, in order to save some part of this tramp fleet, to 
transfer about half of that 130 vessels. One-half of that would have 
been 65. As we cut the program off at the a at which we had trans- 
ferred 57, there were 16 applications still in the shop, 12 of which 
subsequently became eanaierwed. So we only missed my informal 
starting goal by four vessels. 

Mr. Casey. Do you. consider that a tramp fleet is a necessary adjunct 
to the American merchant marine? 
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Mr. Roruscuizp. So long as we have cargoes of a type which are 
suitable for tramp fleet employment, and so long as we have laws 
which favor the use of United States vessels, I think there is a neces- 
sity for an American tramp fleet of a reasonable size. 

Mr. Casey. As I understood it, of course your answer really is not 
devoted directly to whether or not a tramp fleet is a necessary adjunct 
to the American merchant marine, but whether or not a tramp fleet 
can economically survive. 

Mr. Roruscuip. That, it seems to me, directly relates itself to the 
overall problem. The whole American merchant marine is privately 
owned and operated, and it would be unrealistic in the extreme, in my 
judgment, to expect that we would have an American merchant ma- 
rine privately owned and operated unless economic survival were 
possible. 

Mr. Casey. Some portion at least with the aid of subsidies? 

Mr. RoruscHix. That happens to be one solution to one part of 
the answer. 

Mr. Casey. And to a certain extent we have found it necessary to 
subsidize the tramp fleet in order to keep it in operation. 

Mr. Roruscuiyp. There are people who think that the 50-50 pro- 
vision constitutes an indirect subsidy, and perhaps it does. 

Mr. Casey. It is true, of course, that in the rates that have been 
fixed, there has been a differential in a great portion of them, at least, 
between American- and foreign-flag ships directly attributable, I sup- 
pose, to the increased cost of operating American tramp ships. To the 
extent that we do not have to pay that, it is, I suppose, an indirect 
subsidy, but provided for in the statute. 

Mr. Roruscuitp. And I believe considered to be a necessary part 
of our defense requirements. 

Mr. Casey. But I mean it is only by reason of that additional pay- 
ment that the tramp fleet can economically operate ? 

Mr. Roruscuip. Can profitably operate, yes. 

Mr. Casey. I think you stated that in connection with your original 
conversations with the tramp shipowners at the onset of this pro- 
gram, they indicated to you that they would much prefer to stay under 
the American flag but that, of course, they found it impossible to get 
cargoes in competition with foreign-flag ships and to operate at a 
break-even rate, so to speak. 

In view of the existing market which, as the chairman has stated, 
apparently is tight, notwithstanding the fact that possibly a couple of 
American-flag ships might be offered in connection with any one single 
request, do you expect that any of these ships that have been trans- 
ferred to foreign flags will return to the American flag? 

Mr. Roruscuixp. I have had no personal indications of any move- 
ment in that direction. 

Mr. Casey. Are there some advantages to an operator operating 
under the American flag? 

Mr. Roruscuitp. Surely there must be in any American citizen 
a pride of country which would cause him to want to operate under 
his own flag. As to any advantage, perhaps in case of danger Ameri- 
can Armed Forces would be more apt to first protect an American 
yorntl than they would a friendly nation’s vessel. I am not sure about 
that. 
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Mr. Casey. If the market continues to be as tight as it is today, or 
tighter, do you think it is within your province as Maritime Adminis- 
trator to try to influence some of these ships to return to the American 
flag? 

r. Roruscuip. I would undertake to do so. However, I think 
the thing is self-curing, because the legislation, as I read it, says that 
American ships shall be given preference so long as they are available 
at rates which are fair and equitable, or some language similar to that. 
Therefore, there seems to me to be little or no problem. Either the 
ships are available and shall be used under the 50-50 requirement, or 
they are not available, and in that event world shipping is at the dis- 
posal of the agency which needs the shipping. 

The fact that they had been transferred from one flag to another has 
nothing to do with the total carrying capacity of world fleets. 

Mr, Casey. I appreciate that. At the same time, under the Mer- 
chant Marine Act we do want to retain under the American flag a 
merchant marine that will be adequate to carry a substantial portion 
of our foreign and domestic commerce. 

Quite aside from the economics of the situation, do you feet that 
the present tramp fleet of 70 ships is adequate for our commercial 
purposes, for foreign and domestic commerce carrying purposes? 

Mr. Roruscuip. That depends on world conditions which in turn 
influence cargo carryings, on the extent and nature of our aid pro- 
grams, on military shipments, and so on. The sum total of those 
and their application to ships of American flag versus ships of foreign 
fiags would, it seems to me, have to be taken into consideration before 
an answer could be developed on that, and we would have to have a 
lot of information which is not available to us, including a pretty 
good idea as to what the world economy is going to be for some years 
to come. 

Mr. Casey. In other words, you feel that the size of the American 
merchant marine necessarily varies depending “ee the amount of 
the cargo that is available to be carried in ships 

Mr. Roruscuip. It must, just as other commercial enterprises vary 
in size and scope depending upon markets. Besides, it is not quite 
fair ever to think of the American merchant marine or any other 
merchant marine solely in numbers of ships, because there are other 
factors such as the size of ships and the speed of ships, which marked- 
ly alter the lifting capacity of any fleet. 

Mr. Casey. You have brought out in your testimony that the trans- 
fer of some of these ships was done more or less under an arrangement 
whereby the company would build faster ships if you permitted them 
to transfer some of their existing fleet to foreign flags. 

Mr. Roruscuip. That is correct. 

Mr. Casey. Am I wrong in my impression that that kind of 
arrangement was held recently to be illegal ? 

Mr. Roruscuirp. I believe you are. 

Mr. Casey. Mr. Morse, has there been any court decision recently 
that it is illegal to attach those terms and conditions to a transfer to 
foreign flag? 
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Mr. Morse. None that I have heard of. 

Mr. Casey. In this program that you initiate, was it a 1-for-1 deal 
generally? In other words, they would be permitted to transfer 1 
ship to foreign flag and retain 1 under United States flag? 

Mr. Roruscuip. That is a term which did not originate with me. 
When it had been determined that it seemed to be necessary to trans- 
fer a certain portion of this fleet and that that portion was approxi- 
mately one-half the fleet, then the next decision was, which half? 

It then became necessary for me, guided by advice from my staff, 
to make a determination in every case as to whether or not a vessel 
should be transferred. The only basis that we could reasonably con- 
sider for how we should transfer these on an equitable basis—bear 
in mind that at all times we were trying to be eminently fair and 
entirely reasonable—was a hardship basis, which meant that had we 
taken that as the sole criterion, we would have had to make a deter- 
mination as to the relative hardship between every one of the vessels 
and every other one of the vessels. I did not think that we were 
equipped to do such a thing, nor do I think I was smart enough to 
reach the final and fair and just position on it. 

So, in order to relieve us of having to make a determination on that 
basis and in order, again, to be as eminently fair as possible, we said 
that if you have two vessels, no problem presents itself. We will 
transfer one of the two vessels. We knew that we would come out with 
about half on that basis, too. Then we said that when you don’t have 
2 vessels, why don’t you make some arrangements to get another vessel 
or to work out some arrangements with someone else who has only 1 
vessel, as a result of which there came about the phrase “1 for 1.” 

Mr. Casry. But the requirement was that they actually retain one 
vessel in operation under the American flag? 

Mr. Roruscuitp. Yes. 

Mr. Casey. Would it have been possible, for example, for the oper- 
ator to retain a vessel under the American flag and leave it idle and 
operate the foreign-flag vessel ? 

Mr. Roruscuinp. Yes. 

Mr. Casey. Did that happen? 

Mr. Roruscui.p. In 1 or 2 cases there was a delay in getting the 
nontransferred vessel into service beyond the transfer date of the other 
vessel, mainly because the people didn’t have the money with which to 
get them back into operation until after they had gotten some returns 
from an operating vessel. 

Mr. Casey. It was economically better to start operating the foreign- 
flag vessel than to start operating the American-flag vessel ? 

Mr. Roruscuip. Surely it was equally better to have one operating 
than to have both laid up. 

Mr. Casey. Can you tell me the difference in value between a vessel 
under the American flag and one transferred to a foreign flag? 

Mr. Roruscuip. This is a volatile market, and I should think maybe 
as of the time many of these transfers were going on, there might have 
been a difference of somewhere between seventy-five and one hundred 
thousand dollars in value, foreign and domestic. 
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Mr. Casey. In other words, the minute he got the right to transfer 
one vessel, it upped the value of the vessel somewhere between $75,000 
to $100,000 ? 

Mr. Roruscuip. That is right. 

Mr. Casey. I have no further questions. 

The CHatrman. You have heard this whole discussion, have you 
not? You heard Agriculture testify, and FOA, and so forth? 

Mr. Roruscuuw. No, sir, I did not. 

The Cuarrman. What is the solution to the problem of keeping this 
from pene again if the tramp operators want to enjoy this 50-50 
privilege 

ie, Neen Mr. Chairman, I don’t see any reason why there 
should be any thought that this should not be allowed to happen again 
if we ever face another situation like the one we faced when this action 
was taken. 

The Cuatrman. I have great respect for you, Mr. Rothschild, but 
you know what I am talking about. You know just as well as I know 
that everybody sat around here and watched this thing coming on, 
and nobody did anything about it. That is the whole fact when you 
just boil it down. e evidence shows that. 

I have respect for all you gentlemen, but there has been a lack of 
coordination and collaboration with each other. Those who have these 
responsibilities did not get together. The thing came all at one time. 

Mr. Roruscuiip. Mr. Chairman, I don’t believe—— 

The Cuarrman. I believe these people should come to you and let 
you know their problems—there should be a point at which the 
various agencies come together when these programs are being pro- 
moted and worked out. 

There are three agencies here bidding for services which are limited, 
according to all the testimony. ‘That is bound to cause the market to 
skyrocket. The man who has ships just lets his ships stand by a 
little while and won’t commit them until the market goes up and up. 
Then he will be after you to break out some more ships from the 
reserve fleet. 

Mr. Roruscuixp. They already have. 

The Cuarrman. We want to find out something about that. Let 
this traffic go to the foreign market for a while. If there are foreign 
ships available to carry this cargo, I want to see them carry it for 
a while. 

Mr. Roruscui.p. I think that is exactly what I said a few moments 
ago, sir. 

eithe CuairMAN. Yes, sir. Let them carry it a while and let them 
get a little dose of this. What do you think is the solution to this 
problem ? 

Mr. Roruscuiip. Mr. Chairman, there is practically only one mar- 
ket available to American tramp shipping, and that is cargo owned 
by or moving by way of Government programing, whether it be mili- 
tary or whether it be aid programs. If we get again to a situation 
where there are no aid programs and where there is little or no Gov- 
ernment cargo moving, then we won’t have any use for a tramp fleet. 
If we don’t have any use for a tramp fleet, we will again be faced 
with a situation similar to but not so large as we were faced with 
before, and again in protection of the rights of a taxpayer to do with 
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his property as he normally would be permitted to do, I would again 
go through, if I were Maritime Administrator at that time, with 
some program looking toward the ajleviation of a situation like that 
should it occcur again. 

The Cuarrman. In the consideration of transfer, these ships were 
sold from an already built fleet at a reduced rate, and they represent 
an enormous earning capacity ? 

Mr. Roruscuiip. Some of the ships have made money, some have 
had about a break-even position, and some of them have been very 
big losing propositions. 

The CuHarrman. Mr. Tollefson. 

Mr. Totuerson. Do I get the impression that because the surplus 
commodities postal program was suddenly thrust upon the shippers, 
there is a temporary shortage of available ships ? 

Mr. Roruscuitp. If there is any shortage, Mr. Tollefson, some part 
of it must unquestionably be traceable to the fact that these programs 
had not only been revealed but that they called for delivery within a 
very limited period of time. I think we calculated the other day 
that if the grain moving to Yugoslavia were all to move within the 
limited number of days in which they were asking for it to be moved, 
there would be available to every man, woman, and child in Yugo- 
slavia something close to 60 pounds of grain per head. 

Mr. Casey. We didn’t take into consideration, Mr. Rothschild, that 
FOA has been shipping a lot of grain for the first 6 months of the year 
that we didn’t know about. So, instead of the 425,000 tons, actually 
slightly over a million tons of grain were shipped. 

Mr. Roruscuiwp. That would raise the per capita figure to a con- 
siderable degree. 

Mr. Casry. They would be getting slightly over a million tons of 
grain in the fiscal year, but they have testified that that is not in excess 
of the normal consumption in Yugoslavia. 

Mr. Toutterson. Do I further understand that your position is that 
as far as your department is concerned, you know of no shortage of 
American-flag ships now? 

Mr. Roruscuixp. It is difficult for us to conclude that there is a 
shortage if there is a sufficiency for another section of Government to 
have day before yesterday turned down the offering of four American- 
flag vessels. They must have felt that they could get offerings else- 
where or on better terms, or it seems to me they would have taken what 
was offered to them 2 days ago. 

Mr. Totuerson. Just assuming that ships are tight, is that condi- 
tion going to continue or it is going to be relieved or alleviated ? 

Mr. Roruscuixp. It is self-solving in that if they are tight and not 
available, there is no necessity for the contracting agency to attempt 
to find them. It may go to the foreign market, as the chairman sug- 
gests, and fill its requirements in the foreign market, having once de- 
termined that American shipping is not available at fair and reason- 
able rates. 

Mr. Totierson. So the 50-50 law itself should not be subject to 
criticism because, if no American-flag ships are available at reason- 
able rates, then foreign-flag ships can be used. 

Mr. Roruscump. That is right, sir. 

Mr. Totterson. At the outset of these particular hearings or this 
phase of our overall hearings there were inserted in the record some 
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articles from publications issued abroad, some of which I read, which 
gave the distinct impression that foreign nations generally do not like 
our 50-50 law. Is that a correct impression on my part? 

Mr. Roruscuixp. I don’t believe I am capable of giving you an 
opinion on that, sir. 

Mr. Totizrson. As far as you know, you have had no information 
which would lead you to believe that foreign nations are concerned 
one way or another about our 50-50 legislation ? 

Mr. Roruscuitp. Mr. McGuire, do you know about that? May Mr. 
McGuire answer that, Mr. Tollefson ? 

Mr. To.ierson. Yes. 

Mr. McGuirez. I think the answer, Mr. Tollefson, is yes, we do have 
knowledge of the fact that a number of foreign governments have 
expressed their disapproval of the 50-50 legislation. 

r. TouLerson. Can you tell me, as a followup to that, whether 
any of those foreign nations give preference to their own merchant 
fleets for the carrying of their cargo? 

Mr. McGuire. I believe it fair to say, sir, that they do give prefer- 
ence, perhaps not by government fiat or directive, but certainly by 
indirect means. 

Mr. Touuerson. There are 1 or 2 other questions that I had in 
mind from this morning. It may be that you answered them when 
I was not here earlier this afternoon. 

What is the cost of the layup of a Liberty dry-cargo vessel, not to 
you people, but to the owner of a private vessel ? 

Mr. McGuire. I believe it is probably somewhat less than our cost, 
Mr. Tollefson. I will have to gage it by that. Our costs for a very 
large number of Libertys put into our reserve fleet aggregated between 
$20,000 and $21,000 per vessel. 

Mr. Totterson. That is to put it in, to lay it up? 

Mr. McGuire. To put it in and to apply the basic preservation 
methods. 

Mr. TouieFson. That is what I had in mind. I am a private op- 
erator, and I have a couple of vessels, and then all of a sudden I run 
out of work, and I tie them up to a dock and go looking for cargoes. 
How much is that going to cost me per vessel per month ? 

Mr. McGutre. I believe the minimum cost per day would be ap- 
proximately $300 minimum cost. It would range upward from that 
amount. That would be on the average from $9,000 upward per month 
per idle vessel. 

Mr. TotieFson. Was there a possibility that some of these vessels 
which were being purchased under mortgage arrangement with the 
Government would have to be returned to the Government ? 

Mr. Roruscutmp. Many of them were delinquent in their payments 
to us. 

Mr. TotieFson. There was a possibility that you might have had to 
take them back unless this transfer were permitted ? 

Mr. Roruscuixp. It is our obligation, after a mortgage is in default, 
to take the vessel back. 

Mr. To.tierson. How many of them were under mortgage? You 
said you collected some $80 million, as I recall it. 

Mr. Roruscuip. Thirty-three of the vessels which were mortgaged, 
including interest, paid off mortgages of about $814 million; and o 
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the other 35, only 2 were under mortgage to the Government, and 
their mortgages amount to about $600,000. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarman. Mr. Robeson ? 

Mr. Roseson. Mr. Rothschild, I should like to ask a question or 
two that may not be entirely pertinent, but it seems to me to be a 
related problem. 

This committee and you, too, are charged somewhat with main- 
taining an adequate merchant marine. I am sure I do not know 
exactly adequate for what. I would assume it to be the needs, and 
also the possible need in some emergency that might be anticipated. 

With that in mind, we have really been talking about the slow, 
inefficient, almost obsolete type of ship; is that not right? 

Mr. Roruscuiww. They are generally considered that way, except 
that they are generally good ships for the movement of bulk cargoes. 

Mr. Roseson. I understand the foreign countries, at least many of 
them, are building new vessels which will probably go into world 
commerce and compete further with these same ships, is that not right, 
and competition will become tougher and tougher for American ships 
on the world market ? 

Mr. Roruscump. Surely, the competition factor is always present 
in shipping, as it is in every other enterprise. 

Mr. Roseson. Newer type ships would make the competition of 
these ships under the American flag tougher ; would they not ? 

Mr. Roruscuiw. I should think so; yes, sir. 

Mr. Rosgeson. We would be in better position, then, if we had been 
able to provide at least some more efficient and newer design and better 
ships than these slow ships. Would that not put our operators in better 
position ? 

Mr. Rotuscnitp. That is a question of economics, again, Mr. Robe- 
son. Faster ships, of course, would cost more money, and perhaps 
the carrying charges on faster ships would more than counterbalance 
the savings on these slower ships. 

Mr. Ropeson. We had some information presented to us the other 
day that they might have other features for cargo handling and var- 
ious other features which would put the operator in a better position. 
The thing I am getting at is that we go on endlessly with the old war- 
built ships, getting in a worse position in world commerce. 

Mr. Rornscuitp. Unfortunately they do wear out, but fortunately 
our various programs which we designed to get ships built are having 
some effect now. Perhaps you will remember from our testimony a 
few days ago that from a low of 4 ships we now have 16 ships on the 
ways, and we hope to have more. 

Mr. Rozrson. That leads up to the $64 inquiry. Maybe it is not so 
bad to let these near-obsolete ships go out of the adequate merchant 
marine that we are talking about, if we knew we could provide new 
and better ships. Is that a fair assumption ? 

Mr. Roruscuitp. We must constantly be replacing whatever ships 
we have in the fleet because, just like everything else, ships wear out, 
or they become obsolete if they do not wear out. 

Mr. Boseson. So what happens to these old ships is just part of the 
see and not providing other ships is another part of. the prob- 
em as far as an adequate merchant marine. 
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Mr. Roruscuup. That is correct. 

Mr. Roseson. I thought that might be part of the general picture. 

That is all, Mr. Chairman. 

The Cuarrman. Did I understand you to say that in this transfer 
to foreign flags there is an agreement with the parties permitting them 
to build new and modern ships? 

Mr. Roruscuip. On the arrangements which had been made for 
permitting them to transfer foreign, on T-2’s and in some cases on 
Liberties, there has been a commitment on the part of those people 
who have gotten that approval to build new ships of substantially the 
same utility value. That does not apply to the Liberty ships in the 
tramp fleet. 

Mr. Casry. Is that a firm commitment ? 

Mr. Roruscuitp. The transfer is not effective until they have 
bought the new ship. 

Mr. Casry. Has anyone gone forward with his commitment to 
build new ships in exchange for the transfer ? 

Mr. Roruscuitp. Yes. We reported to you on the Cities Service 
operation just a few days ago, as one example of that. No; that isa 
trade-in. Sinclair Refining Co. and Charles Kurz have both made 
arrangements under that operation. 

The Cuarrman. They are tanker operations? 

Mr. Roruscuip. Yes. 

The Cuarrman. I was thinking about dry cargo. 

Mr. Roruscuip. I did not hear you, sir. 

The Cuatrman. I was thinking about dry-cargo vessels. You do 
not sents any such agreements with respect to dry-cargo ships; have 

ou ? 
- Mr. Roruscuiwp. We have permitted the transfer of some dry-cargo 
vessels for the countervailing assumption of the building of tankers. 

The Cuarrman. Mr. Miller? 

Mr. Miter. No questions. 

The Cuarrman. Thank you very much, Mr. Rothschild. 

Mr. Rothschild, Mr. Tollefson has a suggestion that might be the 
solution. We have understood that a lot of your reserve fleet ships are 
already loaded with grain. 

Mr. Roruscuip. Yes. 

The CuatrmMan. Someone mentioned the fact that you might steam 
them up and transfer them all over to them. [Laughter.] 

Mr. Scams, How much does it cost now to break out a ship from 
the reserve fleet ? 

Mr. Roruscuip. It depends on what shape the ship is in, for one 
thing. We are having an experience now with the ships, which was 
reported to you the other day in connection with the repair program, 
showing that the costs are generally a little less than we had antici- 
pated. If a ship is in perfect operating condition, except for reacti- 
vation, it is my impression that it costs about $30,000 to put it into 
service. 

The Cuatrman. The committee can rest assured that, with the tes- 
timony which has been given to it here, there will be no ships broken 
out from the reserve fleet because we have transferred some due to 
the fact that there was no business for them under the American flag, 
and another part of the Government finds that they cannot get ships 
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to ship what they want to send abroad. So before you break out any 
ships, you will give all sides of this testimony which has been given 
here mighty careful consideration, will you not ? 

Mr. Roruscuitp. We will be very happy to, sir. 

The Cuarrman. It is the most contradictory testimony that I have 
re since I have been around here. The two sides just do not seem 
to fit. 

I take for granted that all sides are absolutely correct, but the 
pieces just do not work together in this puzzle. 

Mr. Roruscuitp. The $30,000 figure should be somewhere between 
$75,000 and $100,000. 

Mr. Casey. So the cheapest you could break out any ship would be 
$75,000 or $100,000? 

Mr. Roruscui.p. Yes, sir. 

Mr. Casey. In connection with the contradictory testimony, I think 
the chairman was referring to the fact that we have received informa- 
tion about the availability or the lack of availability of American- 
flag ships in varying degrees, depending upon the person that we ask 
about it. Some say they are not available at any price, some say they 
are available at reasonable‘prices, and some say they are available at 
excessive prices. 

That is all, Mr. Rothschild. 

The Cuatrman. Thank you, Mr. Rothschild. 

Mr. Casey. Mr. Hudtloff, the chairman would like to inquire 
whether you have been able to secure any American-flag ships since 
you testified the other day. 

Mr. Hupriorr. Since testifying last Tuesday, Mr. Chairman, we 
have obtained two ships. 

The Carman. As I understand, since yesterday you have per- 
mission to go out and get such foreign ships as you think necessary. 

Mr. Hupriorr. Yes, sir. 

The Cuarrman. And you are proceeding to do that ? 

Mr. Hupriorr. Weare, sir. 

Mr. Casry. What was the rate on the two ships ? 

Mr. Houprworr. I believe $14.25. 

Mr. Casry. What kind of ships were those ? 

Mr. Huptiorr. They were foreign. 

Mr. Casry. You have not received any American-flag ships ? 

Mr. Hupriorr. There were two; yes. Mr. Mason has that infor- 
mation at his fingertips. May he answer that ? 

Mr. Casey. Yes. 

Mr. Mason. We have one American-flag ship at Norfolk at the old 
rate of $15.65. Today we approved another American ship going to 
Turkey for barley, which is 10 percent higher than wheat, at the old 
rate. The old rate was $16.50. We have added 10 percent because of 
the difference in the stowage factor of barley, making it $18.15, I 
think it is. 

Mr. Casey. So far as the information that you have received from 
the Yugoslav Embassy the other day about the availability of Amer- 
ican-flag ships to carry 80,000 tons of grain from the gulf to Yugo- 
slavia, you still have not been able to locate any American-flag ships ? 

Mr. Mason. Just one. We took it just as fast as they gave it to us. 

Mr. Casry. When was that? 
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Mr. Mason. Day before yesterday, late in the afternoon, about 5: 30 
at night. 

Mr. Casey. What was the rate on that? 

Mr. Mason. $15.65 from Norfolk to Yugoslavia. 

Mr. Casey. The offering that you made was from the gulf? 

Mr. Mason. None from the gulf. 

Mr. Casey. That is all. 

The Cuatrman. This concludes the hearings on this subject, and 
we hope that we will get out a report shortly. 

Mr. Srvart. I would like to offer a statement for the record here. 


STATEMENT OF JAMES B. STUART, PRESIDENT, THE AMERICAN 
TRAMP SHIPOWNERS ASSOCIATION, INC. 


Mr. Sruarr. My name is Stuart, James B. Stuart, president of the 
American Tramp Shipowners Association. I think I have sufficient 
information to warrant a few moments of your time on this question. 

I came down to Washington today specifically for the purpose of 
testifying. If I may do so, I would appreciate the opportunity. 

The CHatrrman. How much time would you like to havet 


Mr. Sruart. I have a prepared statement which I was planning to 
read. I will submit it for the record, and I will try to summarize 
briefly the contents of it. Then I would like very much to be given the 
opportunity to answer some of the questions that you have put to 
various other witnesses. 

I am president of the American Tramp Shipowners Association, 
which is composed of most of the American operators of vessels 


engaged in the tramp trades. 

n relation to this recent dispute as to the availability or nonavail- 
ability of American tonnage, I am afraid that I must take a com- 
pletely contrary position to the statements which have been made pre- 
viously in this hearing. I know for a fact that American vessels have 
been available, and it is only because of the chartering tactics as em- 
ployed by the Department of Agriculture and FOA that they have 
been unable to get the tonnage. They have come out with requests 
for bids, and in doing so they would arbritrarily say, “No, we 
are not going to accept the vessels at these rates.” That happened 2 
or 3 times, and naturally the owners shied away from bidding for the 
business. 

We came down to Washington. We conferred with representatives 
of FOA and with representatives of the Department of Agriculture. 
We expressed our appreciation and gratitude for this legislation and 
the fact that it was going to be of such great help to the American 
merchant marine. We went further and told them that we did not 
want to get into any disputes as to what a fair and reasonable rate 
was; that we wanted to see that this program moved in a smooth and 
orderly fashion. 

We sat down with them and we asked them, please, let’s figure out 
what a fair and reasonable rate would be. We were told that they 
could not sit down and figure that out, at which time we submitted 
our cost figures. We asked them to take those factors into considera- 
tion. They promised that they would look into the matter, and as an 
alternative we suggested that they take the old NSA rates with the 
adjusted increases in costs, et cetera. 
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I don’t know if you recall the first movement that started. It was 
coal to Korea. That precipitated a difference immediately. There 
was a bid that came out, and there were several owners who bid for 
the business. The lowest was $15.70. All bids over the $15.70 rate 
were rejected as being unfair and unreasonable. 

That was a completely untenable position. We could not possibly 
understand it. 

I got in touch immediately with Colonel Syran. I expressed my at- 
titude on it. I told him it was a very arbitrary thing for him to do. 
Still he maintained that that was the way he was going to work it out, 
and it was up to me to do what I wanted about it. 

At that time we protested officially. We sent wires to members of 
your committee, to the President, and indicated our great distress, our 
consternation, in starting this program on the wrong foot. 

We subsequently thought that we would straighten the thing out. 
We were invited down to Washington by Colonel Syran. We sat 
down and tried to figure the whole thing out, and he promised that 
it would not occur again. 

It seems that every time they come out with a bid, they are trying 
to cut down the rate. We have no objections, and I have maintained 
that and have expressed that opinion to all these various agencies— 
we have no objections to anybody using smart, shrewd chartering 
tactics in trying to get a ship at as low a rate as possible. In fact, I 
went further and I said, “Gentlemen, it is your duty to get a ship as 
cheaply as possible, but don’t tell us our rates are unreasonable until 
they hit a certain level.” 

We suggested NSA rates. We suggested the cost that we had with 
a reasonable margin for profit. They said, “No, we are not going to 
take that.” That is where all the difficulty started. We think it is in 
the way in which they are chartering or attempting to charter our 
ships. 

There is an economic factor, the law of supply and demand, which 
says that if you have more cargoes than you have ships, you are going 
to pay a higher rate; and if you have more ships than cargoes, the 
rates are going to go down. 

You cannot call up an owner through the brokers and say to him, 
“T want your ship, and I am only going to pay so much,” when the 
owner knows that there are more cargoes available than ships. You 
cannot hold down that market. Unless you can change the law of 
supply and demand, you are just not going to do anything about it. 

I think the whole difficulty stems from the basic misunderstanding 
of the whole legislation. 

I want to congratulate the members of the committee for having 
enacted this legislation, that together with the Maritime Adminis- 
trator’s intelligent planning of the transfer program, as we were 
extremely overtonnaged—because without those two elements to- 
gether, I say we would still have ships in lay-up. 

Mr. Rothschild indicated there were 69 ships transferred out. I as- 
sure you if we had those vessels in the fleet today, we would have ships 
in lay-up, and those ships operating would be operating at the dis- 
tress rates that we heard about before, $10.50, which would mean that 
the owner would be losing money on that particular voyage. 

I do not know where the confusion and the difficulty stems from. I 
just cannot understand it. I think the act is working beautifully. 
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It has fulfilled the very purpose for which it was passed—to get the 
ships out of lay-up. It is doing just that. The transfer program 
worked out wonderfully well in conjunction with that. 

The act does not say that at least 50 percent of the cargoes must 
move on American vessels. It merely says that it should move if they 
are available at reasonable rates. So certainly the Department of 
Agriculture and the Foreign Operations Administration had every 
opportunity in the world, if they could not get our ships at reasonable 
rates, to go out into the foreign market and go ahead and make their 
charters, but they have not done that to date, and I say that the fault 
lies not with the 50-50 Act, not with the American shipowners, but 
rather, with the very agencies that are complaining today. I say that 
in direct contradiction to previous testimony that they have not got- 
ten ships. 

I refer particularly to the Yugoslavian situation. I recall very 
distinctly when they came out in the market and said they had 80,000 
tons to move, and we all bid in with our ships. We offered them in at 
rates below the old NSA rates, and we were told that they were too 
high. “We can’t pay out in 1 day 50 cents or a dollar more on any par- 
ticular cargo.” 

That in itself indicates that there was not a complete understanding 
of how the chartering market works. 

Today at 12 noon, you may charter a ship for $14.50; and before 
that day is up it may be up a dollar, it may be up 50 cents. It isa 
question of supply and demand at all times. 

Unless we understand that, we cannot arbitrarily take the position 
that this rate is too high or too low. If we understand that fair and 
reasonable level, and below that we let competition decide whether 
it is going to go to $14.50 or $13 or $13.75, as it did go in the beginning 
of the program. 

I might add at this point that that gesture alone, where they took 
the $15.70 rate and said, “No, you have to bid at that rate,” after our 
little discussion, conference, et cetera, cost the Government money, 
because if they had taken on that same date $15.70, the next in line, I 
think, was $15.60 or $15.75, then there was a cargo at seventeen-dol- 
lars-something ; if they had taken the first 3 cargoes, they would have 
gotten the movement of 30,000 tons of coal at a cheaper rate than what 
they paid at a subsequent time, because when they came out again, the 
rates were higher. 

I say you cannot beat an owner over the head in that fashion. It is 
not a commercial practice. 

They will come to us through the missions and say, “I think we can 
do this if you come in at this price.” So we go ahead and make an 
offer. Maybe you have been negotiating a couple of hours over the 
deal. Then they say, “Now we must get FOA approval.” This has 
actually happened. The broker will then call you back, “Sorry, FOA 
will not approve this rate.” 

That leaves you very, very disgusted. You felt you had conceded 
a lot of points in coming to the price agreement with the broker, and 
suddenly you find out that you aren’t even in the picture. 

I am prepared to answer any questions. I think it was important 
that I make this little statement on behalf of the American tramp 
shipowners, who I think have been described or at least the impression 
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has been given are trying to gouge the Public Treasury. We 
have no such thing in mind. We have been most happy to keep under 
the American flag. We did not want to go foreign, as far as transfers 
are concerned. I want to reiterate that. If we analyze that situation 
for one quick moment, we will see it. Our original investment was 
under the American flag. If we did not like the American-flag vessel, 
we would not have invested in it. It was only after we saw that 
it was impossible for us to continue that we requested the transfers. 

The CuHarrman. I am glad you are here, sir. I want you to rest 
assured that this committee took cognizance of the matter for the 
reason that we were partly responsible for the 50-50 Act, and are in- 
terested in helping your segment of the industry. But it is only rea- 
sonable and to be expected that we should want to find out what is 
going on. When we observe one agency transferring American vessels 
foreign, and then another Government agency saying that American 
vessels are not available, then it is the responsibility of our committee 
to look into the matter and see who is right and who is wrong here. 
You have come in with a different picture than has been given the 
committee. 

Mr. Casey, do you have some questions ? 

Mr. Srvart. In response to your statements just now, I want to 
congratulate you again for your vigilance in seeing to it that this act 
is properly administered and for calling this hearing today. 

Mr. Casey. Mr. Stuart, do I gather from your statement that the 
failure of American-flag vessels to bid on the invitation circulated the 
other day by the Yugoslav Mission may be attributable to the fact 
that the owners were discouraged by previous rejections of their offers? 

Mr. Srvarr. I do not say maybe that is the reason. I say it is the 
reason unquestionably. 

Mr. Casry. Then am I to gather the further impression that there 
are American-flag ships available today to carry this cargo if they 
knew what rate they could properly colitis and would be accepted ? 

Mr. Srvuarr. Mr. Casey, I have been very much distressed over the 
development of this whole situation, and I purposely made a canvass 
of the members of our association. We had available for the month 
of February 10 vessels, USNH, gulf, and I believe 2 on the west coast. 
That would make eight for USNH and the gulf. 

Mr. Casry. USNH means north of Cape Hatteras ? 

Mr. Srvuart. Right. These vessels have been available. We bid on 
the Greek business you heard about a moment ago, and they were 
all rejected. You cannot come in and claim unavailability when you 
yourself make it unavailable because you determine the rates are 
unreasonable or you feel that they are unreasonable. 

As I indicated before, if that was done as a tactic to reduce the rates, 
then I can understand; but then they should not come in and say the 
ships are unavailable. It isan old chartering trick. A charterer will 
call up an owner and say, “I may need aship.” He knows in his heart 
he really needs it, but he says, “I may need it.” He plays the owner 
to get an indication at what price he would let the ship go. If the 
owner knew he really needed the ship, he perhaps would hold out and 
get a higher price. 

Mr. Casry. You think, then, this is apparently a game of cat and 
mouse back and forth ? 
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Mr. Stuart. It is business. Itisnotagame. It isa business prac- 
tice. That is what I indicated right from the start. I knew this 
and I came down to Washington on many, many occasions and tried 
to determine what that fair and een rate is, because we cannot 
set rates, as such, as an association, as an industry. We just cannot do 
it under the antitrust laws, et cetera. 

Mr. Casey. You heard Mr. McGuire’s testimony this morning, Mr. 
Stuart ? 

Mr. Stuart. Yes. 

Mr. Casey. You heard him indicate to this committee that he felt 
that a rate of $18.40 a ton for the shipment of grain from the gulf to 
Yugoslavia was, in his opinion, the outside limit of fair and reason- 
able rates for American-flag tonnage ? 

Mr. Stuart. I think the way Mr. McGuire put it was to take the old 
NSA rate, and on top of that put $1.15 USNH and $1.30 coming out of 
the gulf. Isthat a correct statement? 

Mr. Cassy. Yes. In other words, $18.45. 

Mr. Sruart. Yes, the total would be $18.45 for the gulf, and $18.30 
for USNH, to Yugoslavia. 

I would say generally that that is a pretty fair rate. It is a vari- 
able figure because, as Mr. McGuire indicated this morning, there is a 
variation in the cost of operation between one owner and another, but 
as an average it would come out at a fair figure based, of course, on the 
contract upon which these old NSA rates were established in 1951 and 
1952. Today they do not use those charter parties. If you analyze 
the charter parties, you will see there is an actual] dollar value and a 
difference between the two charters. It runs into a considerable sum. 
It may run as high as $2 in some instances; in another instance even 
a lot more because you have, for instance, certain strike clauses in the 
WarShipVoy contract which would protect the owner; whereas in the 
Baltimore Form C grain charter which is used today, you do not have 
that protection. 

So an owner can conceivably go down to one of these ports, a strike 
suddenly break out, a stevedoring strike or something of that sort, and 
he can be lying there and find himself in quite a bit of difficulty. 

Mr. Casey. own tramp ships yourself, do you? 

Mr. Stuart. I do. 

Mr. Casey. If they were available now, would you bid in at the rates 
announced by Mr. McGuire for the carriage of grain to Yugoslavia? 

Mr. Srvuarr. I would make consecutive voyages as far ahead as I 
could. Yes, sir; I would. I would tie up my ships as long as they 
wanted them. 

Mr. Casry. Would you take a single voyage at that rate ? 

Mr. Stuart. I would take a single voyage; yes. 

Mr. Casey. So you would take your chances on the form of charter ? 

aoe Srvuart. I would prefer the WarShipVoy charter, unquestion- 
ably. 

Mr. Casey. But you would take the commercial form of charter at 
those rates? 

Mr. Srvart. It depends on what the situation is. If we come toa 
determination, Mr. Casey—and I think this is a fair statement for me 
to make; I am not speaking for myself alone, I do represent an asso- 
ciation—if we have come to a determination that the old NSA rates 
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with the increases in cost, labor costs, et cetera, were based on War- 
ShipVoy, I think we cannot close our eyes to the fact that that is a 
factor in the situation. 

There may be some owners—and I cannot criticize them for it—that 
would say, “Yes, I, too, want the WarShipVoy contract, or a dollar 
value to make up for whatever difference in cost there is,” which 
would average anywhere from 50 cents to $1.50 or $2. Let’s take an 
average of about $1 I think the average shipowner would be satisfied 
to take his risks, because there are risks when you do not use the 
WarShipVoy contract. You can come out at quite a loss on a par- 
ticular voyage. 

Mr. Casey. Do you think the establishment of that rate will have 
some effect on the availability of American-flag ships for the carriage 
of this grain to Yugoslavia ? 

Mr. Srvart. I would like to put it this way: I am certain that it is 

ing immediately to loosen up the situation, and owners will come 
in and bid. 

To give you an indication of what I mean, on Tuesday, I think it 
was, 1 know one particular owner had bid in on this Greek coal at 
$14.30, to one of the ports. That was the NSA rate, and he was 
rejected. He would have been very glad and happy if it was accepted 
at the old NSA rate. 

To date, Mr. Casey, you must realize that we have not even gotten 
cea of the old NSA rate. It was only as recently as a couple 
of days ago—yesterday, I think it was—that they finally came up 
with one cargo at NSA rates. Those are the old ones. 

Mr. Casry. You were speaking about coal to Greece and North 
Atlantic ports. I am still asking you about the availability of ships 
to carry grain from the gulf to Yugoslavia. 

Mr. Sruarr. I do not know at this moment what commitments 
owners may have made for their ships. I do know for a fact on the 
Yugoslavian situation there were bids in. I doubt that there is an 
unavailability at this particular moment, because I think there are 
still ships available; but if there is any unavailability, it is only the 
result of the action of the Department of Agriculture, through their 
Yugoslavia mission, who have come in the market and requested our 
bids and played with us in this cat and mouse situation, as you put it. 
They have gotten our bids in hand. After they got our bids in hand 
they said, “No, we are sorry, we can’t get approval from FOA.” 

Mr. Casey. You do appreciate, of course, that even with the estab- 
lishment of this rate, the announcement of this rate by the Maritime 
Administration, the appropriate agencies of the Government making 
the arrangement for these ships are still going to reserve the right 
to reject rates within that ceiling when they feel that they are in 
excessive amounts. 

Mr. Stuart. Let’s put it this way: If they are going to reject the 
rates and say that they have no ships, so long as we keep within that 
level, then I do not know how else anybody could possible interpret it, 
but I interpret it as very arbitrary and a position that is most unsound. 
I say it flouts the will of the Congress which enacted this legislation, 
because the act speaks for itself, and it says that so long as ships are 
available at fair and reasonable rates, at least 50 percent should go 
American. 
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Mr. Casty. I think you misunderstand me. The rate that was 
established was for the purpose of providing a guide to these agencies 
so if they could not get that rate, that would be the time at which 
they were free to go into the foreign-flag market and disregard the 
50-50 clause. But if the situation were that they had to accept every 
American-flag oifer that was made under that rate, then it is pretty 
obvious to me that no one would bid under that rate. 

Mr. Stuart. It is most obvious, and for the simple reason that we 
again come back to the original premise, the whole philosophy behind 
chartering, and that is the economic law of supply and demand. 
When you have many cargoes, Mr. Casey, and you have fewer ships, 
those rates are guing to go up and you cannot keep them down. You 
cannot just upset the law of economics because somebody wishes it 
so. It just does not happen. When you have more ships than you 
have cargoes, then the reverse is going to take piace. 

So I say unless we recognize that fact, it is just a rarity where one 
owner may be in a position that he just must take a particular piece 
of business for personal reasons. He may have some financial prob- 
lems. That happens occasionally. Owners will come in at some- 
times absurd and losing rates, but they have some financial commit- 
ment and they must meet it, and they will go ahead. 

Mr. Casry. You do not feel that the law contemplates that ever 
rate that is submitted, regardless of how many ships are around, 
which is below the ceiling must be accepted ? 

Mr. Stuart. I did not saythat. Oh,no. 

Mr. Casey. In other words, if there are a lot of North American- 
flag ships around, the rate might fall down ? 

Mr. Rorsia That is right. That is what happened in the begin- 
ning. We were bidding for business. Believe me, the competition 
was very keen, because all the ships were in lay-up until this pro- 
gram started. You saw differentials of 1 penny here, 2 pennies there. 
Everybody was being very shrewed and very sinart, trying to out- 
bid the next fellow to get his ship out of lay-up. 

Mr. Casey. There is a pretty good market, however, right now for 
American-flag tramp ships. 

Mr. Srvuarr. It is good for American and it is good for foreign. 
It isa generally good freight market for ail shipping. 

Mr. Casey. Are there foreign-flag tramp ships available now to 
carry cargoes overseas # 

Mr. Stuart. I would definitely say so. 

Mr. Casry. Has your association given any thought, in the event. 
this business holds up—by the way, do you represent all the Ameri- 
can-flag tramp ships? 

Mr. Stuart. American-flag tramp shipowners. 

Mr. Casey. People in your association do own foreign-flag ships? 

Mr. Srvuart. Unquestionably. Now that we have had this transfer 
program, I own some myself. 

Mr. Casey. Has anybody given thought to transferring them back 
to American-flag ? 

Mr. Sruart. We got out of the fire, and you want to put us back 
in again, Mr. Casey? Let me answer that question. That is a very 
interesting point. As I indicated before, when we originally got 
into this business, we got into it under the American flag. Suddenly 
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I found myself in the foreign-flag business. It was not a question of 
choice. There was no alternative. It was a question, as Mr. Roths- 
child very nicely explained, of either scrapping your vessel, keeping 
it in lay-up, or going broke. So we transferred the ship and put it 
under a foreign flag. 

I would be the first one to transfer back to the American flag if 
there was something in the future for me to see that would indicate 
I have reasonable assurance of employment for that ship and that 
we would not have to run back to Maritime after this program is 
over. 

Mr. Syran indicated, at least I saw it in the paper this morning, 
that by spring there is going to be a letup in thie program. Then 
we would have to come back again and say, “Mr. Rothschild, please 
transfer us back again,” and go through the same heartache. 

I do not know how much my heart could stand, because what I 
went through this past summer in fighting for these transfers to pre- 
serve this segment of the American fleet is something unbelievable. 
I say it is a horrible onus to get into a business and then have to fight 
every inch of the way to survive and live. 

A foreign-flag shipowner has a ship, it operates, he forgets about 
it, he goes to his office at 9 o’clock in the morning and he leaves at 
6 at night. 

In this business, operating under the American flag, we are in 
Washington today. I should be in my office looking after my busi- 
ness. 

Mr. Casey. You are looking out for your business here. 

Mr. Stuart. That is what I mean. When you operate a foreign- 
flag ship, you do not have this problem. 

Mr. Casey. This has interested me. The people from Agriculture 
tell us that in the first phase of this program of carrying grain from 
the United States to Yugoslavia, the differential between foreign-flag 
and American-flag ships was about $2.80 a ton, which amounts to 
about 20 percent higher than the foreign rate. 

How can an American-flag ship operate in competition that closely 
with a foreign-flag ship in view of the difference in operating costs? 
I wonder if you could tell me, first, do you have any estimate of the 
—— in operating cost between foreign-flag and American-flag 
ships? 

Mr. Sruart. I think I have. I have pretty accurate figures on it. 

Mr. Casey. You own both types? 

Mr. Stuart. I own both types, sir. 

I have those figures for you, Mr. Casey. The total vessel operating 
expense now, not including reserve, depreciation, increased cost of 
wages, fringe benefits, et cetera, for 1953, for an American ship, 
$39,311. I really should include the offhire reserve. That would brin 
it to $42,884 for an American-flag ship. There is another additiona 
er To bring it right up to date, as of this moment, add $600 to 
that. 

Mr. Casey. $43,500. 

Mr. Stuart. Yes. 

Mr. Casey. That brings it up to date? 

Mr. Stuart. That is 1954, right up to this moment. 
Mr. Casey. That is American-flag tramp ship ? 

Mr. Srvart. That does not include depreciation. 
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Mr. Casey. Whatever it includes, give us the comparable figure for 
foreign-flag. 

Mr. Sruart. The foreign-flag, under Panamanian flag would come 
out with a cost of about $18,500; Liberian, $18,406 ; Greek flag, $19,806. 

Mr. Casey. In other words, you can operate a foreign- -flag ship for 
50 percent less, as far as daily operating costs. 

Mr. Stuart. That is right. 

Mr. Cassy. And you receive only 20 percent additional revenue. 

Mr. Stuart. Do you want me to explain that now ? 

Mr. Cassy. Yes. 

Mr. Stuart. I would like to do it through an example, and I believe 
that would be a very good way to look at it. 

We had a situation—this is an actual example—where an owner bid 
in at $15.70 for the first movement of coal to Korea. It seemed ridicu- 
lous when you looked at that particular rate in relation to other rates, 
which were as high as $18. I understand one went to as much as $20 or 
$21. Some people could not understand it. 

What motivated that owner to do it, I do not know. There could 
be many things that went into that picture. 

I am giving that particular example, which is no reflection on that 
particular owner, of course. It could be that he did not know how 
to calculate well. There are errors made constantly. You have to 
figure out the number of days steaming to get to that particular port. 
You have to figure the fuel costs and your port charges. There are 
so many elements that come into making a voyage estimate, as we call 
it, that it is extremely difficult to hit it on the head so that upon ter- 
mination of the voyage you can say the estimated cost was identical 
to the actual cost. That rarely happens. We start out with the one 
possibility that there could be an error on the owner’s part. 

We have the second possibility. The owner does not want to put 
the ship in lay-up. He is coming off a voyage and he says, “If I put 
my ship in lay-up it will cost $15, 000 or $25, 000, then additional cost 
per month to keep it in lay-up, and then when I bring it out I will go 
to the expense of $40,000, $50,000, $60,000 or $70,000 to break it out. 
It is better to keep my ship operating, even at a losing rate, because 
the other way it is a killing situation.” That is the second possi- 
bility. 

There is a third possibility: that a man may have some financial 
commitments. He may have a loan. There may be some financial 
obligation with a bank in relation to his ships or some other segment 
of his business. He knows if he grabs that rate quickly, it is money 
in the bank and he can meet certain commitments, even though he is 
losing. Call it a bonus on a loan; call it what you will. 

What motivates an owner to go in at these distress rates is some- 
thing that only the owner himself could determine, but there are people 
who are doing it constantly. There are so many possibilities as to why 
aman will take this ridiculous rate. 

I tried to explain that fact to FOA at the time. I told them, 
“You can’t bind another owner to this ridiculous rate, because we have 
figured that that rate was actually a losing rate of several thousand 
dollars.” He said, “I can’t understand how one man will do it. He 
can’t be that crazy.” I tried to explain these things that I am telling 
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you gentlemen today. He apparently was not interested in hearing 
that. 

Mr. Casey. Do I understand, then, that the foreign-flag tramp 
owner would be losing money under the same circumstances ? 

Mr. Sruarr. That he would be losing money? There are times 
when the foreign-flag tramp operator is working on a margin, too. 
He takes distress rates, too. A short time back, foreign rates were 
very low. 

Mr. Casey. Bear in mind that I am now directing my attention to 
the differential of $2.80 a ton between the foreign-flag tramp and the 
American-flag tramp during the first phase of the Yugoslav program. 

Mr. Sruarr. May I say this, Mr. Casey: We cannot look at differ- 
entials between American- and foreign-flag ships. It has absolutely 
no bearing. At one time it may be an intelligent relationship in rela- 
tion to the cost of operation. At another time it may be so ridiculous 
that it is absolutely absurd. So you cannot be tied down with it. 
The American ship is in a limited field. The only sources of business 
are these Government-aid cargoes, and some intercoastal business. 

There it is right there. We cannot compete in the worldwide mar- 
ket. The foreign ship, on the other hand, has all sources for its busi- 
ness. So it depends upon what the market conditions are at the time. 

You may find a differential of $2.80. You may find times where 
the differential is much greater. Let’s take the foreign-aid program, 
for instance. Let us assume for the sake of argument that there was 
a very bad worldwide market, and we still had the aid program 
to continue. The American ships would be clamoring for every single 
bit of this foreign-aid program, 50 percent of it. The remaining por- 
tion that would move on the foreign ships would then have so many 
ships available that the differential would be at a very, very great 
disparity. 

So we cannot take the differential. We indicated that to FOA and 
to everybody we have spoken to on that particular subject. The for- 
eign ship in the foreign market has nothing to do with the Ameri- 
can market. It could go up or down. The differential may be the 
same or higher or lower. It has no rhyme or reason to it. It doesn’t 
have any relationship at all. 

Mr. Casey. It still seems to me, however, if you established a rate, 
as has been done by Mr. McGuire, as the outside limit of a fair and 
reasonable rate for American-flag tramps, and that rate was based 
on the cost of operation plus a reasonable profit, we could establish a 
rate for foreign-flag tramps based on the same factors and would at 
least know when the foreign-flag tramp is getting an excessive profit. 

Mr. Srvuarr. I think there is a fallacy there which I would like to 
point out, if I may. It is true you could do it. There is no question 
about it. What you are trying to do is to control the market, and I 
think you will run into market 

Mr. Casey. I am not trying to control anything. 

Mr. Sruarr. That is what it will amount to. Let me put it simply 
to you. A foreign operator who has a ship has no particular concern 
about what the American aid program is, or anything, other than the 
fact that it may be a source of business for him. Let us azeme for 
the sake of argument that you have put very fair and reasonable rates, 
something that would be equivalent, on the basis of the same reasons 
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and computations that come into the American rate, and you did it 
foreignwise. Yet you have a lot of business on the foreign market. 
If that other business, other than the FOA business, is in great quan- 
tity, the ceiling that you are going to place will be ridiculous to the 
foreign owner and he is not going to look at it. He is going to go 
for the business where he will get a higher ratethanthat. _ 

So it is something that may have some salutary effect in keeping 
the rate down or not going above it, but I do not think it is going to 
to be too successful for that reason. 

Mr. Casry. I am trying to relate the cost of operation of a foreign- 
flag tramp to the cost of operation of an American-flag tramp. 

Mr. Stuart. Let me put it this way 

Mr. Casey. I find a 50 percent differential. I find in the first phase 
of the Yugoslav program only a 20 percent differential in the rates. 

Mr. Srvuart. It is so difficult to do that. We attempted the thing 
in terms of differentials, but you just cannot come to any conclusion 
on it, and I will tell you why. You have a constantly varying type 
of voyage. You put a differential for a 2-month trip. You say a $2 
or $2.50 differential is O. K. in that particular instance, foreign and 
American. You extend that to 4 months, and it is not so. It does 
not work out now. Now you have to rearrange it all over again. 

As far as we are concerned—this is only a suggestion, and I submit 
it as a thought—that we keep our eye on the facts, and ship on foreign 
bottoms also so long as the rates are below American rates. Of 
course, they must be below that, and we must take into consideration 
the cost it would be to us if we had to break out vessels. That is the 
realistic approach to the situation. Anything else is just an illusory 
attempt to solve a very difficult problem. 

Mr. Casey. We might reach a situation where we could not get any 
American-flag ships below the rate which Mr. McGuire has indicated. 
We might then turn to the foreign-flag ships and we might find them 
approaching the same ceiling, and yet their profits would be exorbi- 
tant under that ceiling based on their cost of operation. 

Mr. Srvarr. If we are going to look at the profit situation of the 
foreign vessel, I think we are going to find that that may result. But 
the question is, can we be concerned with the profits of the foreign ves- 
sel? Do you not think it is our concern to protect the American costs as 
much as we can? 

In other words, if that does come to pass, it is cheaper to use the 
foreign vessels even though they may be at rates about even with 
American rates. Where their profit is very great at that point, isn’t 
it better still to use those ships than to go ahead and break out Ameri- 
can vessels at a cost of $150,000, or whatever the cost would be to break 
out these ships, and then to create the additional headache of over- 
tonnaging the American market again? 

Mr. Casry. Yes, but we have reached the point where we are not 
going to ship on American ships if the rate goes above what we con- 
sider to be the cost of operation plus a reasonable profit. We are 
going to disregard the 50-50 law at that stage. We may find ourselves 
winding up giving the foreign-flag ships an exorbitant profit. 

Your answer to that to me, as I understand, is that the net out-of- 
pocket expense for the freight is going to be less because the paying 
agency would be paying under the American ceiling; and yet that fails 
to take into consideration, it seems to me, the factors that members of 
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this committee have been bringing out, and that is the return in taxes 
and the return in terms of American seamen being employed, and in 
fact the basic purpose of the act—to use American ships and keep 
them operating. 

Mr. Sruarr. Are you speaking of the 50-50 Act or are you speak- 
ing of the Merchant Marine Act, Mr. Casey # 

Mr. Casry. By reason of the operation of the 50-50 law, which is an 
amendment to the Merchant Marine Act. 

Mr. Srvart. I understand that, but in the 50-50 Act we speak of 
another situation. We speak of those American ships that are avail- 
able, privately owned vessels. It does not speak of Government-owned 
vessels when it speaks of keeping a certain movement on American 
ships. If you want to come back to the Merchant Marine Act—and 
there was some discussion about it before—what disturbs me very 
much is that it is most inadequate in terms of the present condition. 

I would like for a moment, if I may, to give you some figures on 
this tramp situation. Fifty-seven percent of all the bulk dry cargo 
exports and imports of the United States are moving on tramp-type 
vessels, 57 percent of all our import-export business; 83 percent is 
moving on foreign-flag tramp, and only 17 percent on the American 
tramp. 

if yon turn to the future for an adequate merchant marine, I will 
refer you to the President’s Materials Policy Commission report, which 
indicates that by 1975 we will have a continuous increase in our tonnage 
requirements and our dry cargo tonnage requirements, minerals, ores, 
et cetera, for our industries, will come up to 75 million long tons 
by 1975, or the equivalent carrying capacity of about 500 Liberty ships. 

We are making no provision whatsoever for a certain amount of in- 
dependence, let us say, in having a more adequate tramp fleet. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totxerson. I think Mr. Casey has brought out the point that I 
had in mind, namely this: You were talking about the average differ- 
ential of $2.80 perton. The foreign-flag ship obviously is making a lot 
bigger profit than the American-flag ship carrying the same stuff, is he 
not ? 

Mr. Sruarr. Unquestionably. 

Mr. Totierson. This is a pretty good program for him. 

Mr. Srvuarr. A very good program for a foreign operator. 

Mr. Touterson. If he can carry quite a few cargo loads, he can stand 
a few lean months later on in the year. 

Mr. Stuart. That is correct. That is perfectly right. 

Mr. Totxerson. That is all, Mr. Chairman. 

Mr. Srvart. I should like to submit my prepared statement for the 
record. 

The Cuamman. That may be made a part of the record. 

(Mr. Stuart’s prepared statement follows :) 


STATEMENT OF JAMES B. STUART, PRESIDENT OF THE AMERICAN TRAMP SHIP- 
OWNERS ASSOCIATION, INC. 


Mr. Chairman, my name is James B. Stuart. I appear today as president of 
the American Tramp Shipowners Association, Inc. That association is com- 
posed of most of the American operators of vessels engaged in the so-called tramp 
trades. 

According to recent newspaper accounts, the Department of Agriculture is 
experiencing some difficulty in disposing of surplus agricultural products be- 
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cause of alleged problems in obtaining American-flag vessels to carry 50 percent 
of these cargoes. Similar experiences have been expressed by the Foreign Op- 
erations Administration from time to time. It may very well be that these de- 
partments are experiencing such difficulties. But we respectfully submit that, if 
such difficulties are being met, they do not result from lack of vessels nor from 
any inadequacies in the so-called 50-50 statutes, but rather from the fact that 
the chartering programs of the Foreign Operations Administration and the De- 
partment of Agriculture are unrealistic and in conflict with commercial meth- 
ods of obtaining vessels. It was the ardent wish of the American Tramp Ship- 
owners Associaion to avoid any conflict with the Government agencies involved 
in our foreign-aid program under the so-called 50—50 statutes and, for this reason, 
we conferred with representatives of the Department of Agriculture, the Foreign 
Operations Administration, and GSA for the purpose of coming to an understand- 
ing as to the manner in which the 50-50 statutes would be interpreted, and also 
the method in which they would charter our ships. 

It is obvious, upon reading these statutes, that a determination must be made 
as to what constitutes a “fair and reasonable rate.” We suggested the adoption 
of the rates established by the National Shipping Authority adjusted to include 
cost increases since their adoption, including an adjustment for the type of 
charter that these rates were based upon and the charter that is in use today. 
Unfortunately, these agencies did not see fit to adopt our suggestions but arbi- 
trarily accepted or rejected our bids indicating that they were unreasonable, in 
spite of the fact that they were at or below the old NSA rates. 

We also suggested chartering our vessels sufficiently in advance as a means of 
insuring their tonnage requirements. Apparently, there has been insufficient 
planning ahead with the result that, when the Foreign Operations Administra- 
tion or the Department of Agriculture call for ships through GSA and the various 
missions, they usually want them in fairly prompt positions. Needless to say, 
all owners are extremely anxious to insure that their ships are chartered long 
before the date on which they become available in such prompt positions. Be- 
cause these owners charter to other persons who plan ahead, the Department 
of Agriculture and the Foreign Operations Administration encounter difficulties 
in obtaining ships for delivery on short notice. Moreover, ships for prompt 
delivery in these circumstances demand and obtain higher rates than that for 
which they can be secured if chartered a normal period ahead. The first solu- 
tion, as we see it, to the problem is for them to set up their requirements on the 
same advance basis as commercial shippers who go into the market for tonnage 
before their needs become too close. 

In addition to this delay in seeking ships until the last moment, these agencies 
have set up a system of calling for bids. Unfortunately, when they receive the 
bids, they do not accept the low bidders but rather begin negotiations seeking 
to obtain lower rates. Such bargaining unquestionably results in delays. Dur- 
ing these periods of delay, the ships are chartered to others. Here again it is the 
system of chartering used by these departments that causes them to experience 
difficulty in getting the ships they wish. As recently as the early part of this 
week, all bids were rejected for a coal movement to Greece even though one of 
the bids was at the old NSA levels. 

It should also be noted that these departments generally charter vessels for 
a single voyage. Certainly they know enough about their future programs to 
charter vessels for consecutive voyages. By so doing, they not only make sure 
that they will have the vessels available when needed. but they can usually 
obtain substantially lower rates for these ships by making commitments for 
Several voyages rather than only for a single voyage. Commercial exporters 
often charter vessels in this fashion to insure tonnage for their future needs. 
We submit that the Department of Agriculture and the Foreign Operations 
Administration can obtain the same beneficial results and savings, and also 
avoid much of its difficulties in obtaining American ships by following their 
example. 

We are very much puzzled by the apparent attempt to blame American shipping 
and the 50-50 statute for any failure to dispose of agricultural surpluses and 
commodities under the FOA program. Apparently the impression has been 
given that inability to obtain American ships causes a bottleneck in the disposal 
program. As previously stated, we believe that any difficulty in obtaining Ameri- 
ean ships results from the mehod of chartering used by these departments. In 
any event, it seems obvious that the 50-50 law which is blamed for delays cannot 
be at fault. For under the 50-50 statutes it is clearly stated that 50 percent of 
these cargoes are to move on privately owned American-flag vessels if such 
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ships are available at reasonable rates. If the vessels are not available, or if 
rates were unreasonable, certainly the American shipping industry can make no 
objection to the Department of Agriculture going into the foreign market. 
With the huge number of foreign-flag tramp ships, certainly these foreign-flag 
vessels can be obtained at any time there is a shortage of American ships and 
this is provided for under the statute. But the important thing is that, even 
to get foreign ships, these departments must go into the market far enough 
ahead to charter vesseds in the normal commercial course rather than waiting 
to get their ships until close to the time at which the vessels are required. If 
the Department of Agriculture and the Foreign Operations Administration will 
so revise their chartering procedures by planning ahead, not only can American 
vessels be obtained without difficulty, but foreigners can also be obtained when 
required. Equally important, by chartering ahead, these departments should be 
able to get substantially lower charter rates, both in the United States and the 
foreign markets. 

In view of the foregoing, may we respectfully suggest that the solution of the 
problem is for the Department of Agriculture and the Foreign Operations Admin- 
istration to revise their chartering methods to conform with normal commercial 
practice and to seek their vessels sufficiently in advance of the date on which 
their delivery is required. We suggest that their requests for vessels be put into 
the market as far in advance as possible. We suggest that the National Shipping 
Authority’s rates, revised to reflect present costs, be taken as the ceiling 
figures. All United States vessels offered by their owners in competition with 
each other at rates below these NSA figures, should be chartered by these 
departments in numbers sufficient to meet their needs. In the event that United 
States vessels in sufficient number are not available at or below these revised 
NSA rates, we of the American tramp shipping industry cannot object to the 
Department of Agriculture and the Foreign Operations Administration seeking 
foreign bottoms. It is the revision of the chartering practices of the Department 
of Agriculture and the chartering practices of the Foreign Operations Admin- 
istration that is required, rather than any revision of the 50-50 law. 

In fact, you members of our Legislature should be congratulated for the part 
you played in the enactment of this legislation. This act, coupled with the 
Maritime Administrator's intelligently planned reduction of the American tramp 
fleet, which was extremely overtonnaged, by permitting a portion of it to be 
transferred to foreign registry, has brought about the activation of our vessels. 
It is inconceivable that Government agencies today should object to this law 
which, thus far, has been the salvation of the American tramp fleet, in view of 
the fact that any difficulties they have encountered have been created by their 
own acts. 

































ExHisiT A 


Expense of operation of a Liberty-type tramp vessel under the American flag, 
year 1953 


[Per month] 













Petal coew Weed wel. RONEN os i ik neediest 23, 340. 00 
ooo sid ntinttinn dined tit ebednechhsolabndinbaeigns 2, 565. 00 
Taaennes, tearine Ged PF: OG Tic icca eo i a a htinen cnn 4, 068. 00 
Malntenames, repair, Ghd sOPlOy 215k a en ere cenn 5, 400. 00 






I i a i ew icine sete deeb alanine as winch a Abel eee ae ae 3, 007. 00 
II cic ctntsisstiscnnphiah Innit hide chidabkecepthilanakiainiiriededetstaiabe 931. 00 






"Dethl weneel OROPATINN CRON Bo eon kictcncanconncccn 39, 311. 00 
OG Die: RING. nisin itech a i neds 3, 573. 00 











Depreciation (5 percent on $640,000 per annum) __-__---_-_---_--_- 2, 667. 00 
Interest on invested capital (314 percent on $740,000) __-__.---_-__ 2, 158. 00 






47, 709.00 
Increased cost of wages and fringe benefits in 1954 (approximate) __- ‘ 
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Notes. This statement prepared after consolidation and analysis of vessel operating 
cost data submitted by owners of 36 vessels and covering in excess of 4,000 days of 
operation. 

Total crew wages and benefits—Subsistence costs.—The individual company’s actual 
costs will vary from average costs shown dependent on number of crew carried and the 
requirements of particular routes and areas as they may affect overtime and food 
purchases. 

Insurance, marine and P. and I.—There was considerable variance in the individual 
companys’ expenses due principally to extent each may have used the American and/or 
foreign markets, also to purchasing power of some owners to secure more economical fleet 
coverage. It is very possible also that some owners have not fully reflected total cost of 
“deductible” claims liability. 

Off-hire reserve.—No vessel operates continuously throughout the year. Drydocking, 
repairs, Machinery breakdowns, etc., always result in an “off-hire’’ period. It is cus- 
tomary, therefore, to allocate 12 months of operational expenses to 11 months’ income. 

Interest on invested capital.—This includes interest paid on outstanding mortgage 
notes and interest at 31%4 percent on purchase price over and above amount of outstanding 
mortgage. 

Depreciation.—The individual owners have adopted various rates of and methods of 
computing depreciation and some have purchased vessels in open market at purchase 
prices far above statutory price used here. 

Overhead.—There is no provision for overhead in the above figures. The amount neces- 
sary to cover per ship would vary according to size of operation, number of vessels owned, 
ete. 

Voyage and miscellaneous erpenses.—There is likewise no expense shown for brokerage, 
fuel, cargo expense, canal dues, port charges, etc., all of which items vary with each 
voyage and type of charter, depending upon length of voyage, destination, port facilities, 
ete. These expenses are estimated by the owner prior to his bidding for the business and 
only fully determined at the conclusion of the voyage. Estimated voyage expenses may 
therefore vary, owner to owner. Final voyage expenses often bring to light expenses that 
could not possibly have been foreseen at time of the estimate. Such expenses would in- 
elude, among others, delays due to adverse weather conditions, machinery breakdown, 
port congestion, strikes, etc. Then, too, it must be borne in mind that the season of the 
year affects the carrying capacity of the vessel (tropical, summer, or winter marks). and 
consequently directly affects the cost-per-ton carriage. It can readily be seen, therefore, 
how an identical voyage can result in a variance of basic operating and/or voyage costs. 





Exursit B 
Expense of operation of a Liberty-type tramp vessel under the American flag, 

. year 1951 

[Per month] 
NR RN i Ee io inti alin bebe edieds $12, 113. 00 
Cit Eich es So ha ak eisai pdt Nera hsieetigheas tetanic canis acabediad 3, 814. 00 
WMI TO iia i cs cheered tes eae asin eh cs sin ccna caine tie 1, 218. 00 
OCes COO -Weew aaah Demers ck 17, 145. 00 
SUI elegant a Sk ee I ee ee 2, 694. 00 
Insurance, marine and protection and idemnity____-.___________-____ 4, 015. 00 
TUITE TOU WO a cen ch nese hes caches aden acca areal 3, 445. 00 
Gc Oretenirack a comers es ee ee ey 3, 428. 00 
Nseries ease hee ttt ad ae Ne ee 1, 346. 00 
Total veasel-operating. empenee...- eck 32, 073. 00 
ne Fe richest cicatricial A gh 2, 915. 00 
34, 988. 00 
Depreciation, 5 percent on $640,000 per annum_______...--_________ 2, 667. 00 
Interest on invested capital, 314 percent on $740,000_____-__________- 2, 158. 00 
39, 813. 00 


NoTe.—This statement prepared after consolidation and analysis of vessel-operating 
cost data submitted by owners of 19 vessels and covering in excess of 1,600 days of 
operation. 

(For further footnotes see exhibit A.) 


The Cuatrman. Thank you very much, Mr. Stuart. 

Mr. Sruart. Thank you gentlemen, for the opportunity of 
appearing. 

The Cuarrman. There will be included in the record certain state- 
ments which have been submitted by others interested in this pro- 
ceeding. 
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(The material referred to follows :) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., February 3, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CuarrMan: This is in reply to your letter of January 31, 1955, 
in which you asked the American Merchant Marine Institute for a report as 
to the facts bearing upon the newspaper story of January 31, 1955, upon which 
your comments, as printed in the Congressional Record of that date, page 851, 
are addressed. This newspaper story states that the administration’s program 
for selling farm surpluses overseas is “running into a bottleneck because of a 
‘ship-American’ provision in the new law * * *.” The statute to which the 
article apparently refers is Public Law 664 of the last Congress which, subject 
to a very important exception not mentioned in the article, does require that 
half of all American Government cargoes given away or sold for foreign cur- 
rencies must be shipped in vessels flying the American flag. Statements are 
attributed by this newspaper article—I hope incorrectly—to certain Government 
officials to the effect that the Department of Agriculture “is having trouble 
finding space on American vessels for nearly $60 million worth of commodities 
already under contract for shipment abroad.” That newspaper article goes on 
they say that “enough foreign ships are available.” 

The American Merchant Marine Institute shares your concern with this 
situation and with the lack of understanding of Public Law 664 (the Permanent 
50-50 Act), which apparently underlies this newspaper article. We are therefore 
pleased to make an immediate report to you on the facts of the matter from 
the standpoint of the American merchant marine, a substantial majority of all 
categories of which is represented by the institute. 

First, I should reiterate that, as you, of course, know, a bottleneck due to a 
lack of American-flag shipping, could not be created by Public Law 664. No 
such bottleneck can exist as a result of that statute for the very simple reason 
that the act does not require the use of American-flag vessels for 50 percent 
of the cargoes subject to the act if and to the extent that American vessels may 
not be “available at fair and reasonable rates for United States-flag commercial 
vessels.” Therefore, insofar as American-flag shipping in fact may not be avail- 
able at what the Department of Agriculture may properly determine to be fair 
and reasonable rates for United States-flag commercial vessels, then the 50-50 
requirement of the act by its own terms can have no application. If such a 
situation exists as was referred to in the newspaper story, the Department of 
Agriculture would be entirely free to, and should, place these cargoes on foreign- 
flag ships. 

Not only does the application of the statute hinge upon availability of American 
ships at fair and reasonable rates, but Public Law 664 has an additional built-in 

yaiver clause under which the President may waive the provisions of the act 
whenever he declares that an emergency exists justifying a temporary waiver. 
The statute itself thus provides ample flexibility on every score with which to 
meet the fluctuating conditions in the American and the world shipping markets. 
It is, therefore, patently wrong to attribute any delays in the movement of Ameri- 
ean agricultural products to a shortage of American ships. On the contrary, the 
possibility of a shortage of American-flag ships was fully provided for by the 
flexibility clauses of the act discussed above. We, therefore, consider that the 
face of the statute itself is a complete answer to the misleading implication that 
half of the cargoes involved cannot be shipped if American-flag ships are not 
available. 

Second, I beg to advise you that, from the information which we have been 
able to develop since the publication of this article on January 31, 1955, it appears 
to us that the newspaper article probably exaggerates such shortage, if any, of 
American-flag shipping as may exist. From the fact that the newspaper article 
points to an alleged lack of “space on American vessels for nearly $60 million 
worth of commodities already under contract for shipment abroad,” we infer 
that it has reference to the programs for Yugoslavia and Turkey, heretofore 
announced by the Department of Agriculture: 
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Yugoslavia : Million 
125,000 metric tons wheat (announced Jan. 7, 1955) --__-__-.-_--__ $8. 35 
300,000 metric tons wheat (announced Jan. 17, 1955) _--_____-_-__-__ 20. 4 
50,000 bales cotton (announced Jan. 17, 1955) -_---------------_--_--- 9.6 

PI as cage Pkg arn eae ace iach tectonic ds apace Mada 38. 35 

Turkey: 

195,000 metric tons: 
Wheat: (ammotmend Jain: 30 S006) oa tice 4.5 
Bartes (anounced Jani 10) JOGO) ina ie ene 4. 59 
Outs Cammoemen: Fans TG, BG) a sa is ei inns 3. 383 
OCR held ol. peal eh Sala aecanealeal 12. 473 


The wheat for Yugoslavia amounts, we estimate, roughly to 44 to 46 shiploads 
at an estimated 9,000 tons per shipload. The 50,000 bales of cotton for Yugo- 
slavia would, we are sure, be easily absorbed in normal berth-line operations 
because this is traditionally a berth-line cargo. On the same basis, we believe 
that the wheat, barley, and oats in the Turkey program may involve perhaps as 
much as 21 or 22 shiploads. This would indicate a total volume of cargoes some- 
where in the neighborhood of 635,000 tons or about 63 to 66 shiploads. Of this, 
and to the extent that American-flag ships are available at fair and reasonable 
rates, the cargoes required by Public Law 664 to be carried in American ships 
would amount to not over 33 shiploads. According to the successive announce- 
ments by the Department of Agriculture, all of these cargoes are to be delivered 
f. o. b. United States ports between now and June 30, 1955. 

Against this American-flag shipping requirement of about 33 shiploads, Ameri- 
ean-flag berth lines have about 17 or 18 scheduled sailings per month. These 
sailings are split up as amongst the 5 American berth lines regularly serving the 
eastern Mediterranean. From the Ist of February to the end of June 1955, our 
information indicates a probable total of about 85 to 90 American-fiag berth- 
line sailings. Of course, because of the carriage of other cargoes, only a portion 
of the total berth space represented by the 85 to 90 sailings would be available 
for the grain shipments to Yugoslavia and Turkey. The foregoing is, of course, 
in addition to the tramp-ship availability referred to below. Based on past 
experience, it would be normal for about 25 percent to 30 percent of the total 
grain movement to be carried in berth liners as distinguished from full shiploads 
to be carried by tramps. This would leave about 232,500 tons of grain that in 
normal course would probably move on American-flag tramp vessels. 

From our discussions with shipowners serving or in a position to serve the 
eastern Mediterranean, it would appear likely that closer cooperation of the 
shipping representatives of Yugoslavia and Turkey in firming up their shipping 
arrangements would be a substantial help in meeting the above shipping objec- 
tives. If the shipping arrangements were to follow the usual custom of the trade, 
charters and bookings would be stretched out over an orderly period with 
shipping arrangements both for berth space and tramp charters being made as 
far in advance as possible. Such adherence to normal shipping practices would 
materially alleviate whatever difficulties may exist for “spot” or immediate 
charters or bookings at the present time. 

In addition to the berth-line services to the eastern Mediterranean, American- 
flag tramp ships are also available which, for such bulk cargoes, would normally 
be chartered on a voyage or consecutive voyage basis to carry full shiploads. 
However, I understand that the Department of Agriculture has not asked for 
offers of ships or published any invitations for bids but that, instead, the repre- 
sentatives of Yugoslavia and Turkey have conducted all negotiations to date for 
berth space or ship charters. The final shipping arrangements, however, as made 
by the representatives of the recipient countries, are, according to my under- 
standing, subject to the approval of the Department of Agriculture. The bids, 
offers, and negotiations which take place through commercial channels in the 
tramp shipping market are generally impossible to ascertain with any definite- 
ness. I have been informed, however, that American-flag tramps have in fact been 
offered for February loading of grain to Yugoslavia and Turkey at rates equal 
to or less than the rates as last established by the National Shipping Authority 
of the Maritime Administration in 1952, when ship-operating costs were about 
10 percent to 15 percent lower than they are today. The NSA rates for grain to 
Yugoslavia are $15.65 per ton from Atlantic coast ports, and $17.15 from the 
Gulf. The similar NSA rates for grain to Turkey are $16.50 and $18 per ton. 
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One further factor might be noted in connection with the rates which have 
been or which may hereafter be offered to the Department of Agriculture or the 
shipping representatives of the recipient nations. This is the possible delay in 
unloading and discharging cargoes which may be experienced in certain of the 
Yugoslavian and Turkish ports through which the cargoes may move. Such 
port delay, if any, as may entail a longer vessel turnaround, and therefore a 
higher cost to the shipowner, would normally be reflected in the rates which 
may have been offered to the shipping representatives of the recipient foreign 
countries. 

This letter represents an immediate report and, therefore, is not as complete 
or as detailed as I should like it to be. If any additional material facts are 
ascertained, I shall forward them to you promptly. I should also like to add 
that the institute has anticipated that practical problems may well arise in the 
initial administration of Public Law 664 by certain Government agencies, to 
which it may present a new principle. It was to this end that I wrote to the 
Secretary of Agriculture under date of October 13, 1954, offering the continuing 
assistance of the institute to smooth out and resolve in any way possible such 
practical and technical problems as may arise, and asking the Secretary to call 
upon the institute whenever he felt that we could be of any assistance to his 
Department. This letter was acknowledged on November 1, 1954, and was fol- 
lowed by a comprehensive conference on December 21 with representatives of 
the Department of Agriculture at which all problems seemed to be resolved except 
the precise method for determining “fair and reasonable rates for United States- 
flag commercial vessels” upon which the applicability of the 50-50 requirement 
depends. 

May I thank you for your interest in this matter and especially for your 
courtesy in giving us an opportunity to bring the facts to your attention as we 
believe them to exist from the standpoint of the American shipowner. 

Sincerely yours, 
Francis T. GREENE, 
Executive Vice President. 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., February 4, 1955. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of ‘Representatives, Washington, D. C. 


My Dear Mr. Bonner: This is to acknowledge and thank you for your letter 
of February 1 with regard to the accounts appearing in the Washington Post 
and Times Herald of January 31, 1955, with regard to the administration of the 
50-50 provision of the statute enacted in the last session. I am asking mem- 
bers of this association to let me know the market situation at the present time, 
and I will then report to you promptly as you requested. 

I have been very much impressed and pleased at the vigor with which you 
have assumed your new responsibilities as chairman of the Committee on Mer- 
chant Marine and Fisheries. I want to congratulate you also on having gathered 
together such an able committee staff. 

With kindest regards. 

Yours sincerely, 
GrEorGE W. Moran, President. 


(The letter from Mr. Morgan was received later for the record :) 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., February 16, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your request for a report from 
the standpoint of American shipowners of the effect of the 50-50 provisions of 
the statute enacted in the last Congress. 

So far as I know, there was no basis for the stories in the Washington Post 
and Times Herald of January 31, to the effect that the statute (Public Law 664, 
83d Cong.) is causing a bottleneck in the administration’s program for selling 
farm surpluses overseas. 

In the first place, it seems to me that Congress carefully framed Public Law 
664 to make sure that it could not operate as a bottleneck. The shipment of 
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50 percent of Government cargoes in American-flag vessels is required only “to 
the extent such vessels are available at fair and reasonable rates for United 
States-flag commercial vessels.” Accordingly, if American ships are not avail- 
able on the basis specified, the authorities are free to ship cargoes by whatever 
ships are available, irrespective of flag. Thus, while a bottleneck might result 
from a shortage of all shipping, there can be none solely by reason of the statute. 

The situation seems to have been shown in its proper light in the hearings 
recently concluded before your committee. Competent testimony established 
that there was no shortage of American ships or shipping space. In this con- 
nection, American shipowners advise that they have offered substantial space 
for shipment of agricultural commodities, only to have it rejected. Other testi- 
mony seemed to indicate that delays have been caused because of uncertainty 
about how the law should be administered. But such doubts as existed on this 
account should be clarified as a result of your hearings. 

In closing, I should like to say that the 50—50 provision has helped to strengthen 
the market for American-flag ships, and in so doing it has given necessary and 
helpful support to the industry. 

Yours sincerely, 
GrorGe W. Moraan, President. 





Pactric AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., February 5, 1955. 


Re Permanent 50-50 Shipping Act (Public Law 664, 83d Cong.) 


Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


DEAR Mr. BONNER: On behalf of the American-flag lines on the Pacific coast, 
we are delighted at the opportunity to report to you, as requested in your letter 
of February 1, on the recent press report that a bottleneck has arisen in the 
surplus agricultural commodity disposal program, and that the 50-50 shipping 
law may have some bearing on it. 

Since receiving your letter, we have reviewed the subject with berth lines 
and with representatives of tramp lines. While time since receipt of your letter 
has not permitted a line-by-line canvass of each and every operator and a com- 
parison of the results thereof with offerings of such cargoes, we have not devel- 
oped and information justifying the use of the term “bottleneck.” To the con- 
trary, it is our estimate of the situation that, except possibly in a few cases 
(and none have specifically come to our attention), there has been no lack of 
availability of space in American vessels. 

In view of the press report, however, we must assume the possibility that 
at some time or other in recent weeks, the Department of Agriculture Admin- 
istration, or FOA, have asked for bids from American operators and have not 
found immediate availability of space, according to their understanding of 
“availability.” If this does prove to be the case after further investigation, 
we suggest the possibility that “unavailability” might not be the proper term 
for what Agriculture experienced. 

First, we suggest the possibility that the Department may have simultaneously 
asked for bids on several lots for movement at or about the same time, and found 
that not all of them were immediately taken up. We repeat that we know of 
no such specific cases of even this sort of partial temporary unavailability, 
but merely suggest that investigation on your part may find that to have been 
the case. In that event, a careful and full examination of the scheduling of 
these cargoes by the Department might suggest a remedy for such temporary 
situations in the future. 

Second, we suggest the possibility that the vessels were available, but not at 
rates which the Department felt were reasonable under the statute (Public Law 
664, 83d Cong.), with the resulting interpretation by some that that constituted 
unavailability. 

In this latter event, we believe that a most important public policy question 
is involved. First, the definition of “reasonable rate” we believe is now settled 
to mean reasonable rate for United States-flag vessels, and that in considering 
reasonableness of rates offered by United States tramps, the agencies should 
not consider the whole range of rates offered by United States vessels and those 
of other flags, but only those of the United States vessels. You will recall, 
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in this connection, that the language “at reasonable rates for United States 
vessels” was put into one of the earliest reenactments of the Marshall plan so 
as to clarify this specific point. The legislative history is abundantly clear on 
this. Second is the manner in which the agency determines reasonableness of 
the rate for the United States-flag ship. Major factors in total vessel operating 
costs are nearly uniform among the vessels of the tramp fleet. Of course, there 
are other operating cost factors that differ line to line, but major costs such as 
labor rates, insurance, fuel, etc., are almost completely uniform. For that rea- 
son, most of the tramps bids received should have some degree of proximity 
one to the other. It may be—and undoubtedly has occurred—that in response 
to bid requests the agencies have received abnormally low bids from one or more 
operators who happen to be in a distress position or whose overall vessel em- 
ployment plan is such that he feels that as a matter in individual judgment it is 
preferable to handle that one cargo at that particular time at a loss rather than 
lay up the vessel. We understand that the view has been expressed in some 
quarters in one or more of the agencies that in such cases this abnormally low 
distress bid should be accepted, and that cargoes should be awarded to other 
vessels only if they meet this bottom rate. If your committee intends to investi- 
gate this matter, it is suggested that inquiry be made as to whether, in any par- 
ticular instance, offers of vessels were declined because they would not meet the 
lowest rate of all bidding. 

This second part of the problem presents the important public policy question 
mentioned above. Our Government has established a price level at which it 
will purchase these agricultural commodities from the Nation’s farms. Our 
Congress has also decreed that these cargoes shall be divided equitably hetween 
American vessels and those of other flags. In apportioning those cargoes to the 
American-flag vessels, Congress did not, of course, stipulate the rate of payment 
of freights to those vessels. However, with respect to partial lots to berth op- 
erators, the problem is solved by conference agreements. With respect to full 
loads to the tramps, we do not believe that Congress intended—nor that overall 
administration policy calls for—a rate of compensation below cost plus some rea- 
sonable profit, since the very purpose of the 50-50 law is to encourage the main- 
tenance of a strong and active American merchant marine in keeping with the 
Merchant Marine Act of 1936 and the national transportation policy laid down 
by the Congress in 19840. The problem then addresses itself to determining a 
reasonable rate which constitutes cost plus a reasonable profit. To this end, 
we suggest the National Shipping Authority rates, adjusted to compensate for 
increased labor costs, or some other reasonable standard which might be worked 
out between the agencies and the American Tramp Ship Owners Association. 
Any rate below such level should then be classed as reasonable. 

If, after investigation, it is found that there have in fact been such delays, 
and that they have not been artificial due to gorging of the tramp market, or 
refusal to accept rates below the NSA level as reasonable, then, of course, no 
delay need be suffered by the cargoes, since Congress in its wisdom established 
an escape for just such a situation; namely, that the 50-50 law by its terms 
need only be observed with respect to the United States-flag vessel to the extent 
they are available. When and if a real shortage occurs, then the agencies 
may temporarily route cargoes via vessels of other flags, even though in such 
a temporary situation it would mean that the United States fleet is not being 
assured of 50 percent. 

It goes without saying, of course, that all that we have before us now is press 
reports. We naturally assume that if your committee examines into the ques- 
tion, the first order of business will be a tabulation by appropriate authorities 
of each and every instance of possible delay to such cargoes from lack of vessel 
availability. 

From experience in previous operations of this kind, we do not believe that 
freights constitute more than something in the neighborhood of 10 percent of 
the total program cost. If it is ever carefully analyzed, we do not believe that 
the cost of assuring American vessels and American seamen a fair share of 
these cargoes amounts to more than some insignificant portion of the total 
program costs—possibly something in the neighborhood of 1 percent. We believe 
that the Nation’s farmers, the agricultural partners of the industrial workers 
who man the American merchant marine, would not want United States sailors 
shut out of this important employment for this kind of a price. 

We want to assure you, the members of your committee, and representatives 
of our agencies charged with administration of these vital programs, of our 
desire at all times to work with them in a sincere cooperative spirit aimed at 





SE BS STE ee eee 








ADMINISTRATION OF 50-50 LAW 137 


making 50-50 work, because it has proven to be a wise device of Congress to 
avoid flag discrimination and to assure all vessels of all flags a fair share of 
these cargoes. 

If your committee desires specific information concerning berth availability 
on this range, we will obtain it. We have not done so since receipt of your 
letter because of time considerations and because we understand the press 
reports refer only, or mainly, to the tramp situation. 

Very truly yours, 


ae ee ee 


R. E. Moyer, President. 





COMMITTEE OF AMERICAN STEAMSHIP LINES, 
OFFICE OF THE EXECUTIVE DIRECTOR, 
Washington, D. C., February 7, 1955. 
Mr. HERBERT C. BONNER, M. C., 
Chairman, House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington 25, D. C. 

DEAR CHAIRMAN BonNER: We are in receipt of your letter of February 1, 1955, 
requesting a report from this organization on the facts concerning ocean trans- 
portation of farm surpluses. 

The Committee of American Steamship Lines desires to express its appre- 
ciation for the opportunity to present its views and for the prompt and forceful 
action taken by your committee in this matter. 

Immediately upon receipt of your letter, we requested each of our members 
to advise us of their experience, if any, under this program and of any other 
facts pertinent to your inquiry. 

We hope it will be helpful if we make some immediate observations on the 
article which appeared in the Washington Post and Times Herald of January 
31, 1955. While we understand that the subject news release was not authorized, 
it is regrettably true that its publication may be interpreted as an official 
statement. 

Unfortunately, the article creates an entirely false impression of the effect 
of Public Law 664 on the export sale of surplus commodities. 

Despite the reference to delay, the President has reported that sales of $453 
million of surplus farm products either have been negotiated or are in process 
: of negotiation. Thus, in the first few months of a program which we under- 
4 stood was contemplated to span 3 years, over 60 percent of the authorization 
; is already committed. It should be expected that such a large volume move- 
‘ ment, comprised so far mostly of grain, would cause some dislocations in ocean 

transportation and especially in tramp vessels. 

The news item refers to trouble finding space on American vessels and states: 
“Enough foreign ships are available but the Department fears these vessels may 
be tied up elsewhere by the time the required American ships are lined up.” 

The program for selling agricultural surpluses under Public Law 480 is one 
of a number of such programs which require ocean transportation. For 
example, we currently have an export coal program to Korea, Japan, England, 
and the Continent administered by the Foreign Operations Administration. 

The combined effects of these programs in addition to normal commercial 


ape 


{ movements will undoubtedly create temporary shortages of shipping space. 
4 This is especially true if the programs are administered on a crash basis. 
Public Law 664 contemplated this possibility and was wisely drawn to pro- 
vide for it. It applies the 50-50 provision in favor of United States-flag com- 
/ mercial vessels “to the extent such vessels are available.” 
iH It has been necessary in the past under similar programs to declare non- 
i availability and thereby suspend the 50-50 provision on a temporary basis. This 
4 is only a matter of making the proper investigative and administrative deter- 
F mination. We suggest, however, that nonavailability should not be applied on 
/ an overall basis but rather to specific categories of vessels. Such a declara- 
4 tion should be fully justified and shortages adequately documented. 
i Therefore, temporary shortages of space need not cause undue delay in the 


agricultural surplus program if the flexibility provided in the law is utilized. 
References have also been made to the transportation costs in the 50-50 
program and to the difference in freight rates between American and foreign 
vessels. This, too, is sometimes cited as reason for delays in implementing 
Public Law 480. While ocean freight rates are fluid and may vary from day to 
day, a recent factual example is indicative. In mid-January, three less-than-full- 
cargo fixtures were made from United States Gulf ports to Greece and Yugo- 
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slavia. Two American berth lines quoted $14 and $15 per ton, respectively. A 
Greek berth line quoted $14. Thus, in one case, the American liner rate was 
equivalent to the Greek liner rate and in the other case, the difference was within 
reason, all factors considered. During the same period, there were two foreign 
full cargo or tramp fixtures made. These tramp charters were closed at $14.25 
per ton, 1 to Greece and 1 to Yuzoslavia. While these may be considered 
isolated examples, they illustrate a point which is generally true. While 
variations do occur, berth rates for United States flag liner vessels are invariably 
competitive with foreign liner rates and generally competitive with foreign 
tramp rates. 

They could not, therefore, be cited as disadvantageous to the administration of 
Public Law 480. On the contrary, the use, where practicable, of liner services, 
would facilitate advance planning with improved rate stability. 

Once commitments are made for the sale of surplus commodities under this 
program, it would be economical and advantageous to all parties if the actual 
delivery requirements could be stretched out to provide for more effective utiliza- 
tion of established commercial services. This, we believe, is a basic concept 
of Public Law 480. 

We appreciate the opportunity to make these observations and you have our 
assurance that the Committee of American Steamship Lines will give you and 
your committee its fullest cooperation in this as in all other matters being 
considered by you. 

Very truly yours, 
ALEXANDER PURDON. 





INTERNATIONAL ORGANIZATION MASTERS, 
MATES, AND Pitots, Loca No. 14, 
Baltimore, Md., February 10, 1955. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 


Srr: It is with great interest that I note that your committee is meeting to 
discuss the pros and cons of the maritime muddle which at present besets both the 
country and the personnel employed, or unemployed, in the industry. 

My opinion, which I believe is also the opinion held by many in labor and 
management, is a prima facie case of maladministration of the various maritime 
acts dating from 1936 to the present day. This could be attributed to the notable 
lack of Maritime Administrators with a background in the shipping industry. 

Shortly after the war, despite warnings by political, naval, military, and labor 
leaders of the necessity of a strong, active merchant marine as a fourth arm of 
defense, an exodus of American-built ships began. It has been allowed to con- 
tinue under various guises to the present day, first to resupply World War II 
Allies with a merchant marine and lately transfers to previous nonmaritime 
countries for sundry reasons, such as evasion of taxes and evasion of require- 
ments that make the remainder of the United States merchant marine the safest 
and most reliable in the world. 

Today our merchant marine is a shell of what once was our great pride. 
Should war strike, this lack of vessels in operation would be painfully felt. One 
must remember that prior to our entry into World War ITI we had an uninter- 
rupted breathing spell of 2 years to build and man an efficient merchant marine. 
The first Liberty-type vessels were delivered just prior to our entry in this world- 
wide conflict. In this atomic age such a period of grace will not be forthcoming 
and we are sadly unprepared. 

Some of the wishful thinkers claim we would be able to depend on our foreign 
allies for vessels. Perhaps Korea was an example; it was necessary for United 
States ships to carry approximately 80 percent of the supplies. These ships, I 
might add, for the most part came from our reserve fleet. It took an average of 
2 or 3 weeks to ready these vessels for sea and they were supposed to be the near- 
est ready to go. The fleet is deteriorating due to inactivity the same as any other 
machine that stands in idleness. 

Another factor one encounters with foreign vessels, in particular those trans- 
ferred to so-called runaway flags, is their lack of inspection, undermanning, and 
lack of maintenance. Safety is a forgotten word for them. Many expatriate 
seamen, those found unfit for service in the United States merchant marine after 
screening by the United States Coast Guard, have found refuge in these very same 
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ships. As for maintenance, I think it is more than coincidence that during the 
past winter many of these vessels under runaway flags sent out calls for 
assistance. 

The reserve fleet still contains vessels that could be used in foreign trade. By 
their reactivation the will of Congress, as stated in the 50—50 bill, could be carried 
out. I do not believe that any department of the Government has the right to 
overrule such a mandate, nor do I believe that Government officials in these same 
departments have a right to jeopardize the safety of the United States by ignoring 
the proven fact that a strong, active merchant marine is, and will continue to be, 
a fourth arm of defense. Another fact frequently overlooked is that favorable 
treatment is given by all nations to their own maritime industry so that our own 
50-50 bill only followed a precedent set by other maritime nations. 

I hope that this letter will be of some value to you and your committee in it 
deliberation. Feel free to call on me for any further information that I may be 
able to supply through my connection with the industry. 

Respectfully, 
Capt. Hersert J. Monr 


The Cuarrman. The hearing is adjourned subject to call of the 
Chair. 
(Whereupon, at 4:30 p. m., the hearing was adjourned.) 











ADMINISTRATION OF CARGO PREFERENCE ACT 
(50-50 LAW) 


WEDNESDAY, FEBRUARY 16, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 


Washington, D.C. 


The committee met at 10:10 a. m., pursuant to recess, in room 219, 
Old House Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Cuarrman. The committee will come to order. 

It is a real pleasure for the chairman of the committee to announce 
that not by appointment but by ability, do we this morning have 
another member of our legal staff, Mr. Charles Warren, who was put 
on the committee as a clerk, and is now a lawyer, having passed the 
bar and is eligible to practice here in the District of Columbia and in 
other States. Mr. Warren, we are mighty proud of you. Stand up 
and let the other members see you. 

The first witness this morning is Mr. McGuire. 


STATEMENT OF CHARLES H. McGUIRE, DIRECTOR, NATIONAL SHIP- 
PING AUTHORITY, MARITIME ADMINISTRATION—Resumed 


The Cuarrman. Mr. McGuire, we wanted to finish this question of 
whether or not it was to the best interest of all to transfer these 69 
vessels that have been transferred, whether or not it did bring about 
the shortage of which the Department of Agriculture complained. 

What part do you have in this transfer business ? 

Mr. McGuire. I administer the foreign transfer activities under 
the direction of the Maritime Administrator, Mr. Rothschild. 

The CHarrMAN. Were you the one that the chairman referred to as 
advising him? Hesaid that the reason he made this transfer and went 
through with it was that the people in his Department advised it. 

Mr. McGuire. I have consulted frequently with Mr. Rothschild 
and with other members of the Maritime Administration staff on the 
subject of transfer. I have at times communicated my own views in 
that respect to the Maritime Administrator as have other members of 
the staff, sir. 

The CHARMAN. You were aware of the growing demand for 
American-flag ships in the months of November, December, and Jan- 
uary ¢ 

Mr. McGuire. Yes, sir. 

The Cuairman. And you have cognizance of the policy set by the 
chairman ? 

Mr. McGuire. Yes, Mr. Chairman. 

The Cuartrman. And were you aware that the chairman had been 
told on or about December 13 that the situation was getting critical ? 
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Mr. McGuire. I am advised that Colonel Syran testified last week 
before this committee that he had visited with the chairman and had 
recommended to him that foreign transfers be discontinued. It is my 
recollection, however, that Mr. Rothschild had prior to that time given 
serious consideration to the question of discontinuance of transfers 
on parhaps a different ground or in some measure different in that 
we had by that time, in respect of transfers of Liberty dry cargo ships, 
reached the approximate goal which he had set as to the number of 
transfers. 

The CuHarrmMan. What time was that that you speak of now? 

Mr. McGuire. That was in early December, Mr. Chairman. 

The Cuarrman. How many had you transferred then? 

Mr. McGutre. We had transferred by early December the largest 
number of the 69 that were transferred. I mentioned before the 
committee last Thursday, Mr. Chairman, the number of Liberty’s 
transferred by months. We had transferred 17 in August. These 
are dates of authorization for transfer, Mr. Chairman. There were 
17 in August, 9 in September, 11 in October, 8 in November, 20 in 
December, 3 in January, and 1 in February. 

The Cuatrman. At what time in December were they transferred ? 

Mr. McGuire. The exact dates, Mr. Chairman, I don’t have avail- 
able, but would be pleased to supply them to the committee. They 
were being done at that time on a day-by-day basis, sometimes 1 or 
sometimes 2 or 3, sir. Each one was the subject of separate recom- 
mendation to the Administrator. 

The CuatrmMan. Were they before the 13th of December? 

Mr. McGutre. A goodly number of those in December were prior 
to that date. I can place it with some degree of exactness as to the 
date when the new policy as it were was decided. 

The CuarrmMan. Well, it was generally known in December that 
an enormous amount of cargo would be available? 

Mr. McGuire. It was known, Mr. Chairman, that there would be 
some measure of increase in the foreign economic aid programs. 

The Cuarrman. It had been in the papers, had it not? 

Mr. McGutre. Some facets had been, yes, sir. Some facets of the 
program had been, yes, sir. 

The Cuarrman. You knew about it? 

Mr. McGuire. I had knowledge as to some elements only, sir. I 
had discussed at considerable length 

The Cuatrman. What Division of the Maritime Administration 
keeps up with the amount of cargoes available, the cargoes that are 
moving ? 

Mr. McGutre. In a general sense my own office keeps up with it, sir. 

The Cuarrman. I would certainly think that an agency of the 
Government dealing with a subject of this kind would have accurate 
figures on the amount of cargo going in and out of American ports 
and the future cargo that would be available. Do you have it or 
do you not have it? 

Mr. McGuire. We have only the amount that we have been able 
to get by personal inquiry of the shipper agencies of Government 
as to the Government programs, Mr. Bonner. 

The CHatrman. You do not know what future cargoes may be? 

Mr. McGutre. No, sir, and I am afraid that some of our shipping 
agencies do not themselves at this time. 
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The CuatrmMan. Do you make an effort to ascertain? 

Mr. McoGurire. Yes, sir. 

The CuairMan. Did you make an effort in November? 

Mr. McGuire. Yes, sir. 

The Cuarrman. And you were unable to find that this cargo was 
to be moved ? 

Mr. McGuire. I was unable to secure, Mr. Chairman, any definite 
information as to FOA programs, that being the largest in this field, 
with any degree of certainty. Many of the programs which have 
developed were then being negotiated, Mr. Chairman, with the na- 
tions affected. Many of the programs as of today that lie in the 
future are being negotiated. 

I discussed this matter again yesterday when I was given advice 
that I might be requested to appear before the committee this morning 
on this subject. I discussed the matter at some length yesterday 
afternoon again with Colonel Syran of FOA as to the future programs 
of that agency in respect of coal which forms one of the largest of the 
programs which affect merchant shipping shortages. All programs, 
I am told by Colonel Syran, involving coal shipments to date have 
been met, have been fully booked if not already shipped; that there 
lie in the future programs aggregating perhaps from 500,000 to 700,- 
000 tons of coal to move to various European nations which are now 
in various processes of negotiation. The state of those negotiations 
and the names of the nations involved I am not at liberty to disclose 
because, as I am given to understand, the negotiations, until they are 
consummated, are in some measure confidential, sir. 

The Cuarrman. What about the agricultural program? 

Mr. McGuire. The agricultural programs? 

The Cuairman. That is the program that brought this situation on. 

Mr. McGuire. The large programs, Mr. Chairman, that brought 
about these inquiries are the programs involving shipments to Yugo- 
slavia and Turkey. Now, the state of those programs as I am given 
to understand it—and only the representatives of those agencies can 
answer in exact detail—is that as to the Yugoslavian program that 
entire program is as of today accommodated with the exception of 
approximately 80,000 tons of grain which the Yugoslav Government 
has in some measure committed itself to accommodate on its own ves- 
sels of Yugoslav registry. Therefore if they do accommodate the 
80,000 tons in Yugoslav vessels, that program as I understand is now 
completed in booking arrangements. 

As to the Turkish program, Mr. Chairman, I am given to under- 
stand that that is, while not entirely completed, well on the way 
toward it, there being outstanding something like 80,000 tons not yet 
booked. Now, as to the availability of American-flag shipping, Mr. 
Chairman, in the immediate future I endeavored to get as recent a 
picture as I could. 

I consulted yesterday afternoon by telephone with one of the lead- 
ing New York brokers as to his best information respecting the avail- 
ability of American-flag Liberty ships for the month of March, which 
lies only a little ahead of us. He gave me by name and approximate 
date of readiness on the Atlantic seaboard a total of 21 American- 
flag Liberty vessels which, as of yesterday afternoon, were uncom- 
mitted for employment in the month of March. 
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I do not mean by that to convey that they will not all obtain em- 
ployment. I believe that they will, but those vessels, as I understand 
it, stand available now, today, for booking in the month of March, 
many of them for early March positions. 

The Cuarrman. Would there have been sufficient cargo to utilize 
the service of the vessels which you did transfer foreign during the 
months of this year? 

Mr. McGuire. I would believe, Mr. Chairman, that the services of 
most, if not all, of those vessels would have been utilized because in 
fact they are being utilized, although under foreign flag. 

The Cuamman. And how many were transferred altogether ? 

Mr. McGuire. Since August 16 a total of 69 Liberty’s, sir. 

The Cuamman. How many American seamen are there on these 
vessels ? 

Mr. McGuire. The average crew on the Liberty ranges from 37 to 
38 men depending on the union agreement. 

The Cuatrman. How many American citizen seamen did you put 
out of employment by this transfer ¢ 

Mr. McGuire. That, of course, is somewhat difficult to estimate. 
Mathematically the total for 69 vessels would run a little less than 
2,800 men if the vessels were all employed, sir. 

The CuHarman. Do they ordinarily continue their employment un- 
der this foreign-flag arrangement ? 

Mr. McGuire. Yes, they do, Mr. Chairman. 

The Cuarrman. They go right with the vessel ? 

Mr. McGuire. I beg your pardon. I did not understand the ques- 
tion. American seamen, generally speaking, do not obtain or accept 
employment on the foreign vessels. 

The Cuatrman. As soon as these people get the right to put the ship 
under the foreign flag, that means the end of the American seaman’s 
job? 

Mr. McGuire. As to those vessels which were not idle or laid up, 
Mr. Chairman, that is correct. 

The Cuarrman. Are there any questions ? 

Mr. Totierson. I do not recall whether during our hearings this 
fact has been brought out. Was there not a request for a decision from 
the Attorney General with respect to the applicability of 50-50 legis- 
lation to Public Law 480? 

Mr. McGuire. Yes, Mr. Tollefson. The exact date I am unable to 
place, but the President himself announced when he signed the Public 
Law 664 that he was requesting the Attorney General for such an 
opinion. 

Mr. Totizrson. Now, he signed that sometime in August as I recall, 
or around the first of September. I have forgotten the date. 

Mr. McGuire. I believe, sir, in late August; about August 26. 

Mr. Touierson. Do you recall when the Attorney General did make 
this opinion finally ? 

Mr. McGuire. His opinion was rendered as I recollect in the early 
days of December, Mr. Tollefson, about December 7 or 8. 

Mr. Totierson. Up until that point it was not certain whether any 
American-flag vessels would be used to carry the cargo under Public 
Law 480? 

Mr. McGuire. That is correct, sir. 
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The CuarrmMan. What do you mean by any of them? Explain that 
a little further. You say up until that date it was not certain that 
any Amerionn-Sag vessels would be used to carry this agricultural 
cargo? 

Mr. McGuire. The cargo moving under title I of Public Law 480 
is what I understood Mr. Tollefson to refer to, Mr. Chairman, and 
my understanding is, as Mr. Tollefson indicates himself, that it was 
not known until that time in early December when the Attorney 
General’s opinion.was rendered that Public Law 664 would have ap- 
plication to movements under title I of Public Law 480. 

The Cuatrman. Do I understand you to mean that the act that 
Congress passed last year just did not mean anything until the At- 
torney General said they would have to ship 50 percent of it? 

Mr. McGutre. I don’t mean to convey that, Mr. Chairman. The 
President himself, of course, requested an opinion of the nature men- 
tioned from the Attorney General. I should elaborate on my answer 
to Mr. Tollefson’s question so that the record will be entirely clear. 
It is the fact as I understand it that, although there was lack of know- 
ledge until early December whether Public Law 664 would apply to 
shipments under title I of Public Law 480, it was the announced 
position of the Department of Agriculture that pending the decision 
of the Attorney General they would endeavor to so shape their move- 
ments of agricultural products under that title as to provide for the 
50-50 participation. 

The Cuarmman. When did they make the announcement ? 

Mr. McGuire. When did they make that announcement, sir? 

The CuairMAn. Yes. 

Mr. McGuire. I don’t recollect, but it was made at a date subse- 
quent to the request of the President for the legal opinion. I am 
sorry that I am unable to state the date, Mr. Chairman. 

The CuHarrman. Approximately when was it made? 

Mr. McGuire. I would say within a month after the President re- 
quested the opinion. 

The CHarrMAan. When did he request the opinion ? 

Mr. McGuire. My recollection is that it was requested very shortly 
after he signed Public Law 664. 

The Cuatrman. It was about in August or September. 

Mr. McGuire. That is when he signed the bill as I remember, Mr. 
Chairman, so the announcement by Agriculture of the nature I men- 
tioned was made, I believe, within a month after that time, sir. 

Mr. Touterson. I think, Mr. Chairman, that the question probably 
arose out of an effort to amend Public Law 480 and it failed to carry 
by 5 or 6 votes. ‘There were those in the Department of Agriculture 
who felt that, because of that vote, the House had not intended that 
the 50-50 legislation should apply to section 1 of Public Law 480. 

Now, I have one other question. Coming to these transfers of the 
69 vessels, how many of them if you know, were not employed at the 
time of the transfers? 

Mr. McGuree. That, Mr. Tollefson, I would have to determine ship 
by ship and we have a chart which shows the employment record of 
each of the vessels that were transferred which I can have produced if 
you wish. It is sort of a graphic illustration of the employment situa- 
tion for those particular vessels. 
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Mr. Totierson. It was my understanding from earlier testimony 
that some of the ships were laid up and that was one of the reasons for 
the transfers. 

Mr. McGuire. That is correct, Mr. Tollefson. I mentioned in tes- 
timony last week or Mr. Rothschild mentioned in testimony that there 
were as of the date he took his decision, that is to say, on August 1, 
1954, there were 89 Liberty dry-cargo vessels idle. We have endeav- 
ored to keep in touch with the employment situation respecting Amer- 
ican-flag vessels month to month and the record. of unemployment 
as it progressed may be of interest to the committee, sir. 

On August 31 my record indicates that there were a total of 145 
American-flag vessels idle of which 98 were Liberty dry-cargo ships. 
On September 30 there is shown as having been idle a total of 185 
American-flag dry-cargo ships of which 86 were Liberty ships. 

On October 31, 1954, a total of 109 American ships were idle, of 
which 63 were Libertys. 

On November 30 hire is a total of 71 American-flag ships idle of 
which 34 were Libertys. 

On December 31 ina is shown a total of 29 American-flag ships 

idle of which 15 were Libertys and as of January 31 there is shown 
a total of 27 American-flag dry-cargo vessels idle of which 13 were 
Libertys. 
In elaboration of that seemingly anomalous condition of idle vessels 
at the end of January, I should state as I did in some small measure 
last week, that as to the Liberty vessels shown on there, there actually 
are virtually none of those vessels available for employment because 
they are, although in fact idle, vessels that are under libels for for- 
feiture by the Department of Justice or otherwise are involved in 
special situations which would not permit them to be employed. 

Mr. Totierson. Can you supply the committee with information as 
to the 69 particular vessels that were transferred and let us know 
how many of those were idle at the time of transfer ? 

Mr. McGuire. Yes, Mr. Tollefson. This chart is related to and 

was prepared in respect to the 65 out of the 69 vessels that had been 
transferred up to the end of December of last year, sir. 
Now, the vessels that had been transferred are listed by name and 
the record of employment is shown. It is suggested, gentlemen of the 
committee, that there is in the book which I believe has been furnished 
to each member under the index of charts, chart 2 which is the small 
version of this large chart. The black marks indicate periods of 
inactivity during the calendar year of 1954. 

(The document, Review of Vessel Transfer Activities, containing 

charts, will be found in the committee’s file. ) 
Mr. McGutre. It will be noted by the large number of black lines 
that a goodly number of the vessels were idle for various periods dur- 
ing the calendar year of 1954 and some even extending well back into 
the year of 1953. It, of course, should also be said that this chart or 
no other chart prepared in respect of the total number, the exact 
vessels transferred, would show an exact picture, in that certain of 
these vessels that were transferred were employed at the time of trans- 
fer to foreign flag while other vessels that are not shown on this chart 
and that were not transferred were in lay-up status at the time. 

There is some counterbalancing between them. I refer, for example, 
to cases like the Eastern Gas & Fuel Associates which have a rather 
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large fleet of Liberty colliers and some straight Liberty dry-cargo 
vessels, and had a large fleet tied up. Upon receiving permission to 
transfer 2 of their vessels they promptly reactivated 2 other vessels 
of similar type that had been tied up and restored them to action under 
the American flag. There are a few other cases of that nature. 

Do you care to have me dwell further on this chart? 

Mr. TottxFson. I did not know that the chart was in the material 
supplied when I asked the question. As far as I am concerned that 
answers my question. I have no further questions. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman, I think Mr. McGuire said the crew on a 
Liberty is 39 men. Does that include officers ? 

Mr. McGuire. Thirty-seven or thirty-eight, including officers. 

Mr. Auten. That would be 10 officers and 25 men? 

Mr. McGuire. Approximately that, sir. I think I have the scale 
if you wish it, but approximately the 10 officers and the balance un- 
licensed. 

Mr. ALLEN. That seems low to me. I would have approximated 
49 myself. I am curious to know what the general background for 
considering transfers and granting permission to make them is as to 
what the basic law is, what the rights of an owner of a privately owned 
ship are to require a transfer be made if he makes a specific showing, 
what criteria you use as to whether or not you grant the right to 
transfer. 

Mr. McGuire. The basic criteria, Mr. Allen, are 2: 1, where the ves- 
sel is needed to be retained under American flag for national defense 
considerations and, No. 2, whether retention of the vessel under 
American flag is necessary to adequately serve the export and import 
foreign commerce of the United States. 

Mr. Atien. On national defense considerations how do you reach 
a determination ? 

Mr. McGuire. We consult in all cases, Mr. Allen, with the Depart- 
ment of Defense through the Department of the Navy. 

Mr. Auten. Do I understand then that in each case where a trans- 
fer has been made the national Defense Establishment has told you 
that the vessel was not needed for any purpose of national defense ? 

Mr. McGuire. They have done exactly that, Mr. Allen, in respect 
of the Liberty dry-cargo vessels and Liberty colliers. That was stated 
in the letter sent by the Secretary of the Navy to the Maritime Ad- 
ministrator under date of August 13. 

I should add that we also check in respect of all applications with 
other agencies of Government as well, including the Department of 
State, in respect of the international situation and with other agencies 
of Government and with our own security people as to the firms and 
individuals involved. . 

Mr. Atten. Who makes the determinations with regard to whether 
the vessel is needed in the trade of the United States ? 

Mr. McGuire. That has broadly been made by the Maritime Ad- 
ministrator in reaching his general determination in respect of the 
transfer of Libery dry-cargo ships, and is made in each individual 
case as the individual ship is approved for transfer. 

Mr. ALLEN. Would you tell us a little more definitely how the degree 
of need is determined if it is the degree of need? In other words, if 
there is a bare possibility that a ship could be used if someone wanted 
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it would that cause you to withhold a transfer; or on the other hand, 
do you require that there be an offer of a cargo to the ship before you 
would refuse to grant it? Or where, in between do you draw the 
dividing line? 

Mr. McGutre. Mr. Allen, again now referring to the Liberty dry- 
cargo transfer policy in August, and as it was maintained at a later 
date, Mr. Rothschild testified in respect of his decision and the reasons 
for taking it broadly—and I think I can summarize those reasons by 
saying that an evaluation was made on a reasonably long-range basis. 
That is to say as to the probable outlook for continuing employment 
under American flag of that type vessel. 

The record has indicated rather clearly that, with the exception of 
those Liberty dry-cargo vessels employed in our domestic coastwise 
and intercoastal trade, and the noncontiguous domestic service or in 
respect of particular industrial employment, the only employment of 
continuing nature for the Liberty dry-cargo vessel has been in con- 
nection with the fluctuating Government economic aid programs and 
in respect of the Military Sea Transportation Service use of those ves- 
sels under time charter. 

At one period of time the Military Sea Transportation Service had 
more than 100 American dry-cargo vessels, mainly Liberty’s under 
time charter. They have since reduced that number to a very low 
state. The number actually, as I recollect it under time charter to the 
Military Sea Transportation Service as of the early part of August 
1954 just prior to the time this decision was taken, had come to the 
low ebb of 4 Liberty dry-cargo ships and a few of other types. 

Mr. Atten. Do I gather from that that except then for the pro- 
grams in coal and wheat that were moving temporarily during the 
past few months that there were no prospects for continued employ- 
ment of any of the vessels that were transferred ? 

Mr. McGutre. Generally speaking, Mr. Allen, the prospects of em- 
ployment on a continuing basis for all of that number of vessels were 
believed to be very poor. 

Mr. Atiten. To put it another way from the private owners’ stand- 
point to have withheld transfer would have required him to have kept 
his capital tied up in a ship that he could not use? 

Mr. McGuire. That would have been the case in many instances. 

Mr. Arxren. If he can prove that do you consider that he has proven 
that he has the right to be considered for transfer ? 

Mr. McGutre. That has been taken into consideration. In addition 
we have taken into consideration on a broad basis the presumed finan- 
cial condition of the owner. There were in early August 1954, and I 
am speaking from memory again, I believe 17 of the 89 Liberty’s idle 
which were in default on mortgages to the Maritime Administration, 
sir. 

The Cratrman. Suppose we say that up to December 13 your posi- 
tion is sustained according to your own testimony and that after De- 
cember 13 your position of transferring is not sustained according to 
your own testimony. AmT right or wrong? 

Mr. McGuire. Mr. Chairman, I can only answer 

The Cuarrman. You set up two criteria that permitted you to trans- 
fer: Agreement by the national defense authorities and whether or 
not cargo was available. On December 13 you were notified that 
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cargo would be available. Now, then, why did you go beyond De- 
cember 13 ? 
Mr. McGutrr. Mr. Rothschild testified on last Thursday, as I recol- 





lect, Mr. Chairman 

The Cuarrman. I mean that by the criteria you should have stopped 
December 13, should you not ? 

Mr. McGu me. Mr. Chairman, that was carefully considered by the 
Administrator and by other of our staff people at the time. 

The Cuarrman. Who are the others? That is the second time I 
have heard that, but I cannot find the person. 

Mr. McGurre. W ell, the matter has been considered at various 
times by, you might say, the ranking personnel of Maritime Admin- 
istration. 

The CuatrrmMan. Did you make a recommendation ? 

Mr. McGuire. Did I make a recommendation as to continuing 
those at that time, sir? 

The CuHatrMAn. Yes. 

Mr. McGuire. I collaborated with the General Counsel and with 
the Deputy Administrator in respect of whether or not there would be 
carried through to a conclusion the 16 transfer applications that re- 
mained pending on December 17, Mr. Chairman. 

The Cuamman. What was your recommendation ? 

Mr. McGuire. I agreed with my colleagues that they should be 
carried through to conclusion, sir. 

The CuatrMan. Notwithstanding what the two criteria were? 

Mr. McGutre. Yes, Mr. Chairman. 

The CuatrmMan. The cargo available ? 

Mr. McGuire. Yes, Mr. Chairman, because in all these matters we 
have considered the need of the vessel for serving the foreign export 
and import commerce of the United States. 

The CuamrMan. You just disregarded one of the criteria that you 
agree it is necessary shall be shown when you said that you acquiesced 
in the transfer after that date. You disregarded 50 percent of the 
necessary requirements; is that right? 

Mr. McGuire. I don’t so regard it, Mr. Chairman, because as I 
testified 
The Cuatrman. What are the two requirements? Repeat them. 

Mr. McGutre. Your understanding is quite correct, Mr. Chairman. 

The Cuarrman. Am I wrong in saying that it is the way I see it? 

Mr. McGutre. Not at all, sir. 

The Cuatrman. That is right; is it? Is it right or wrong? 

Mr. McGuire. I don’t regard it as correct on the basis of considera- 
tion, Mr. Chairman. 

The CuarrmMan. Well, it is right according to your testimony, is it 
not, that these two things are necessary to be shown ? 

Mr. McGuire. Yes, sir. 

The CuHamMan. Then that is the end of it. 

Does anyone have a question ? 

Mr. Auten. I do. 

The CHatrMAN. Excuse me, Mr. Allen. 

Mr. Auten. Pursuing the question just asked I think what is in 
mind possibly is that as to the requirement for the trade of the United 
States, whether it is a long-term or a short-range basis of determina- 
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tion. It would be the distinguishing feature with regard to what has 
happened in the last few months. 

Mr. McGuire. That is entirely correct, Mr. Allen. That was what 
I was attempting to convey. 

Mr. Aten. Looking at the situation from a little different angle, 
suppose that the trade requirements for the next year or more were 
going to be very high, but the people in Maritime Administration 
make a bad guess as to that and determine that transfers can be 
made. Then suppose further, which I think has happened in the 
past, that there is American cargo offered and the foreign-flag ships 
are not available for private shipping of American cargo. Is there 
any opportunity under present law to make American ships available 
to lift that American cargo? 

Mr. McGuire. I am not certain that I fully understand your ques- 
tion, Mr. Allen, as to the need for American vessels in the future. 

Mr. Aten. We assume that there is one and Maritime at the 
present time assumes there is not, but history will develop that in 
a hypothetical case in the next 2 years there is a great need for 
American-flag ships. 

Mr. McGurre. Mr. Allen, that may perhaps develop. We have 
tried within our limited abilities to date to determine what the shipping 
outlook is. The shipping programs that are financed directly or in- 
directly by the Government will in largest measure determine 
whether that segment of our American Liberty fleet which remains 
will have employment fully or partially. 

I can only repeat the record conclusively shows that in respect of 
commercial cargo movements it just is quite impossible for American- 
flag Liberty’s in any normal market situation to compete with foreign- 
flag tramps. 

Mr. Atten. I am not making my question with regard to the present 
situation, but rather as a matter of future outlook and provision for 
some possible situation. That is, whether under existing law, whether 
we can make American-flag vessels available to private American ship- 
pers if there are no foreign-flag vessels offered ? 

Mr. McGutrer. Whether we can make them available, Mr. Allen? 

Mr. Auten. Under present law. 

Mr. McGuire. Out of our reserve fleet ? 

Mr. Aten. In any way. 

Mr. McGutre. The only way available beyond the number of Amer- 
ican vessels remaining under American flag would be to draw on our 
reserve fleet. 

Now, the future need, of course, for American ships in the tramp 
field is going to be wholly determined as we see it on the Government 
economic aid programs and on such employment as will be given by 
the Miltary Sea Transportation Service. That is the only prospect 
for the future with the exception, of course, of that segment that is 
employed, that rather large segment of the remaining Libertys that 
is employed in our domestic coastwise and intercoastal trades. 

Mr. Auten. I take it from that that if there were a need by Ameri- 
can shippers for American-flag ships because there were no other 
privately operated ships, either American or foreign, available, we 
would not, under present law, be able to supply the American demand ? 

Mr. McGuire. As to requirements for American-flag ships beyond 
the capacity of the American privately owned merchant marine as it 
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stands at any given date the only ability to ) aye additional tonnage 
would be through drawing on your reserve fleet, sir. 
Mr. Auten. Is there a law that authorizes that ? 


STATEMENT OF CLARENCE G. MORSE, GENERAL COUNSEL, 
MARITIME ADMINISTRATION—Resumed 


Mr. Morsr. May I answer that question, Mr. Chairman? 

The Cuatrman. Mr. Clarence Morse, the General Counsel. 

Mr. Morss. As I understand, the question is whether there are other 
vessels in the laid-up fleet which could be utilized in case of need ? 

Mr. AtiENn. Not exactly that. The question was if a private Ameri- 
can shipper requires shipping space and there are no foreign-flag ves- 
sels available and no available American-flag vessels, is there any way 
under present law that we can supply the need from any American- 
flag vessels ? 

Mr. Morse. We can break out of the reserve fleet under the 1946 act 
and charter to American-flag operators vessels if the administration 
determines that it is required. 

Mr. AtutEN. Required for what purpose? 

Mr. Morse. In the import-export program of the United States. 
Tn addition we can charter vessels built under the 1936 act after hear- 
ings and determination of the necessity that they be made available to 
private operators. 

Mr. Auten. Thank you. 

The CHarrman. Mr. Ray. 

Mr. Ray. Going back to your statement about employment at date 
of transfer, if I read these bars correctly there were 40 ships inactive 
and 25 ships active ? 

Mr. McGuter. I believe that is correct, Mr. Ray. 

Mr. Ray. That would mean that how many approximately were 
about to lose employment? Would that be 25 times 30 or 25 times 40? 

Mr. McGurre. Thirty-eight crew membership. 

Mr. Ray. That includes officers? 

Mr. McGurtre. That includes officers; yes, sir. 

Mr. Ray. Thank you. 

4 CuarrMan. Are there any other questions by committee mem- 
bers 

Mr. Byrne. Mr. Chairman, that would amount to about fifteen 
hundred unemployed seamen. 

Mr. McGuire. As to the 65 vessels, sir? 

Mr. Byrne. Yes; fifteen hundred. 

Mr. McGurre. Yes. 

Mr. Ray. Will the gentleman yield ? 

Mr. Byrne. Yes. 

Mr. Ray. I thought that the figure he just gave me was that 25 
ships were active at about 30 per ship so it is about 750 perhaps. 

Mr. McGuire. Actually, the crew of the Liberty ship is 37 or 38 
men, so a rough calculation basis of 40 men per ship with 25 ships 
pee at the time of transfer would bring a figure of 1,000 loss 
of jobs. 

The CuarrMan. Mr. Tumulty. 

Mr. Tumutry. I hope that you will excuse me if I ask questions 
that have already been answered. I have not been here because of 
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other commitments. I have heard the expression “transfer foreign.” 
Will you tell me what that is? 

Mr. McGuire. That means granting the permission to the owners 
of an American-flag vessel to transfer the flag of their vessel to a 
foreign country, and in most cases the ownership to a foreign corpora- 
tion, sir. 

Mr. Tumutry. What advantage is there to an American owner to 
do that? 

Mr. McGuire. The primary advantage, sir, is the ability to operate 
the vessel at greatly reduced cost and thereby be able to more effect- 
ively compete in the commerce. 

Mr. Tumutty. Would you break that down? You say greatly re- 
duce the cost. That does not mean anything to me. A ship to me is 
something that floats. Do you mean it is more profitable for a man 
to give a ship to a foreign owner ¢ 

Mr. McGuire. The operation under a foreign flag is greatly more 
profitable generally speaking. 

Mr. Tumutry. How and why? Would you be specific? 

Mr. McGuire. Because in the main the costs of operating a vessel 
under the American flag are appreciably higher than operating the 
same vessel under a foreign flag. 

Mr. Tumutty. Why is that? 

Mr. McGutre. Primarily, sir, because of the cost of wages and other 
benefits which are greatly higher on American-flags. 

Mr. Tumutry. Would any owner be transferring to fictitious owner- 
ship under the foreign flag? 

Mr. McGutre. I don’t know whether fictitious ownership would 
be involved, but many are transferred to wholly owned foreign 
affiliates. 

Mr. Tumutty. Wholly owned affiliate is a nice-sounding word. 
What do you mean? 

Mr. McGuire. I mean wholly owned. 

Mr. Tumutry. The people who make the transfer are not sub- 
sidized ? 

Mr. McGuire. No, sir. 

Mr. Tumutry. They get no money at all from the United Staes? 

Mr. McGutre. No, sir. If they were subsidized under the American 
flag they would not make the transfer. 

Mr. Tumutty. I do not know anything about that field, but do you 
make any investigation to find out whether the transfer of a ship 
from the American flag to the Panamanian or Liberian flag is done 
in good faith or does it make any difference whether it is done in good 
faith ? 

Supposing a shipowner wanted to transfer to himself under 
another name in Panama or Liberia or whatever the country might 
be and transferred it to a corporation whose stock he actually con- 
trolled. Could that be prohibited by the Maritime Administration ? 

Mr. McGutre. No, sir. In fact, the transfer of these Liberty-type 
vessels and others to foreign corporations has been largely done in 
connection with corporations wholly owned by the same American 
citizens who operated the ships under American flag and in fact we 
have stipulated in respect of the transfers of all these Liberty-type 
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vessels that the ownership of the vessel must be retained wholly or in 
the majority ownership of capital stock in American citizens. 

Mr. Tumutry. So that when the transfer takes place it actually 
is not transferred from one individual or one corporation to an en- 
tirely different one. It is actually a transfer on the books in effect, 
is it? 

Mr. McGuire. It can be said to be that, sir, “Yes.” 

Mr. Tumutry. Is there no statute that requires your piercing the 
corporate veil of this outfit to find out whether or not the interests of 
the United States are not being adversely affected by having so many 
of these ships which apparently may be needed now in this so-called 
Formosan emergency transferred out to another flag to make a profit, 
and yet to have the country injured by virtue of this transfer ? 

Mr. McGutre. We do, of course, investigate and require submis- 
sion of the capital-stock ownership of the foreign corporation. 

Mr. Tumutry. Then you know the facts and you permit it not- 
withstanding ? 

Mr. McGuire. Yes, sir. 

Mr. Tumutty. What advantage does the United States get from 
permitting this policy to continue? We get unemployment as a re- 
sult, do we not, from the transfer of the ships? 

Mr. McGuire. As to vessels which could be employed under Amer- 
ican flag that would be the case, sir, but only as to those. 

Mr. Tumutry. You permit them knowingly even though it causes 
unemployment here to transfer to a foreign flag on the thesis that 
they do not get business here; is that correct ? 

Mr. McGuire. The transfers are permitted on the general presump- 
tion as measured by the Maritime Administrator when the decision 
was taken. 

Mr. Tumutry. That, to me, requires translation. I mean it is very 
impressive. 

Mr. McGutre. I do not mean to be vague. 

Mr. Tumutry. I do not mean to be facetious with you, but frankly 
I do not know what you are talking about. 

Mr. McGuire. What I am saying is that in plain fact the Maritime 
Administrator, in making the decision to permit those ships to be 
transferred weighed as best he could at the time the probability of the 
owners of those American-flag ships to pay their way in the future. 

Mr. Tumutry. I did not quarrel with the policy. I wanted to know 
whether he knew what he did when he did it. 

Mr. McGurre. I know the Maritime Administrator and I believe 
he did know what he did at the time he did it. 

Mr. Tumutry. It was a judgment on his part as to what was the 
best policy to follow so far as the interests of the United States Gov- 
ernment is concerned, in contrast to the interests of the shipowners? 

Mr. McGuire. The authority and responsibility rests in the Mari- 
time Administrator under the law. 

Mr. Tumutty. I know that, but what facts would he have upon 
which to predicate such a judgment so as to be able to resolve the 
conflicting interests which apparently exist as between the shipowners 
and the national interests of the United States? 
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STATEMENT OF LOUIS S. ROTHSCHILD, MARITIME 
ADMINISTRATOR—Resumed 


Mr. Roruscuip. Mr. Chairman, may I answer some of this which 
might be directed at me? 

Mr. Tumutry. I do not mind who answers it. 

Mr. Roruscuitp. Mr. Tumulty, as we testified here a few days ago 
and have perhaps carried on for several days, there were at the time 
this decision was made a very large number of laid-up ships. Those 
ships were not offering any employment to anyone. So far as we 
could see it there was no chance for those ships to be employed so long 
as they stayed under American flag. 

There is not only the question of employment of seamen involved. 
There is also the question of the employment of shoreside labor in- 
volved, and no idle ship offers any employment possibilities to shore- 
side labor, to the repair yards, to the ship chandlers, to the fuel 
—— and to various other suppliers. 

There was the additional factor that these ships were in such num- 
bers as in my judgment to be too large to be reasonably employed 
at any time in the future. I was therefore faced with an alternative 
as to what to do and the what-to-do looked this way to me then and 
still does: That if we didn’t do something about it we might lose the 
entire tramp fleet because there simply wasn’t employment enough to 
keep any segment of it healthy. We did not ever have in this country 
a tramp fleet prior to World War II. It was possible that if this whole 
fleet disappeared we would not have a tramp fleet at this time. 

I felt it to be in the interests of the owners, of labor, of suppliers, 
of shipyard, and of everyone else, to try to retain a part of that fleet 
if possible. 

Now, as to whether or not.the Government’s defense potential 
has been affected let me say this: That no ship was transferred without 
the cognizance of Defense and every ship was transferred to a flag 
which Defense says is effective United States controlled so that we 
have just as much control and just as much opportunity to use those 
ships in time of need under the flags to which they have been trans- 
ferred as we had under the American flag. 

Mr. Tumutty. As I gather when the transfer was made so far as 
Defense was concerned the proper authorities approved these trans- 
fers? 

Mr. Roruscuiip. They approved them as long as they were under 
effective United States control. 

Mr. Tumutry. When the ships get to the foreign flag what type of 
business do they do and where do they do it? 

Mr. Rornscuitp. When under foreign flag they may compete for 
cargoes worldwide. 

Mr. Tumuttry. Do they come back to the United States and pick 
up cargo? 

Mr. Roruscutip. They can go anywhere to get it. 

Mr. Tumutry. They could just as well have picked up that cargo 
under the American flag before transfer ? 

Mr. Rornscnitp. No, sir; they could not because their American 
operating costs were so high a8 compared to the rafe at which they 
could gain employment for those vessels that they could not come out. 
The CuarrmMan. Mr. Ashley. 
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Mr. Asuiey. Mr. Rothschild, is it not true that after these ships 
have been taken out of the mothballs and transferred foreign they 
can, according to your. response to Mr. Tumulty’s question, come 
back and compete? Would that not tend to siphon off business 
which American registered ships, those which were competing suc- 
cessfully, had been engaged in? 

Mr. Roruscup. I don’t think so. The difference is that an Ameri- 
can-flag tramp vessel is only in position to compete for American 
Government cargo. It cannot compete on a worldwide basis with 
foreign-flag tramp operations and the only chance it has for employ- 
ment lies with Government cargoes. 

Now, there simply wasn’t enough Government cargo to keep that 
many vessels employed ; nor do we see that there will be in the future. 

Mr. Tumutury. Mr. Rothschild, how many ships were involved in 
this transfer ? 

Mr. Roruscuitp. There were 69. 

Mr. Tumutry. I think it is on Meet the Press where they say that 
the questions are only by way of getting the story. I am not imputing 
anything. Not having been here and listening to many of these 
nautical terms I am at sea myself sometimes. 

We have ships that are flying the American flag ostensibly operated 
by American businessmen. They come to Government and say, “We 
cannot get business here. We want to go to Panama and Liberia 
where we can make more money.” 

You, in your judgment, permit that to happen because you see that 
there is no business. They go there and I want to know specifically, 
and from some of the case history of one of those ships possibly, 
what happens to the ship after that? Do they hire a foreign crew 
down there ? 

Mr. Roruscuinp. Largely, although a few American seamen and 
many American officers are employed on those ships. 

Mr. Tumutry. Do they come to New York then and pick up some 
goods from some American port and then carry it? 

Mr. Roruscnuitp. They could very likely. 

Mr. Tumutrty. So they make this change because they get cheaper 
labor in these other countries ? 

Mr. Roruscuitp. They are also in position to compete for cargoes 
from South America to Africa which they cannot do now. 

Mr. Tumutry. I am wondering, and I am only an innocent child 
in these high seas here, what advantage does accrue to this country 
when we do not have a tramp fleet throughout the world and our 
tramp ships cannot operate because the other countries operate modern 
versions of galley ships? We give the ships to other countries to 
compete with business locally. It seems that you are making it 
impossible for an American-tramp fleet to exist. 

Mr. Roruscuitp. They don’t compete. 

Mr. Tumutry. That is what you say. 

Mr. Roruscuip. I think the record will show that, sir. 

Mr. Tumutty. I do not want to prolong it. 

Could you trace the history of some of these ships to show what 
cargo they picked up and where, and what happened to them? If 
it would lead to any information I would like that. If it-does not, 
I would not bother you. Trace a ship that transferred from an 
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American owner to its foreign cousin, and then came back to an 
American port. 

Mr. Roruscuip. The only cargo available is American cargo. The 
American ships get half of it. 

Mr. Tumutry. They ought to get all of it. 

Mr. Roruscuitp. The law says half. You only need so many ships 
to carry that half. 

Mr. Tumutry. Half the ships carry half. I have learned to add 
and subtract since I came to Congress. Today I hope I learned to add. 

Mr. Byrne. Mr. Chairman ? 

The CuarrmMan. Gentlemen, Jet me say this: I have scheduled a 
witness that has not had an opportunity to speak in this whole dis- 
cussion. The questions are interesting, but a lot of it has been gone 
over. We have been over this subject again and again. I do not 
want to cut anyone off, but we must go on. I do not want to shut off 
any member who wants to get light on this subject. It is a complicated 
matter. The counsel has a couple of questions which he wants to ask 
of the witness now. Then the other witness who will come on will be 
very interesting to you, Mr. Tumulty, and will enlarge on just what 
you are talking about. 

Mr. Tumutry. Mr. Chairman, at any time if I prolong a question 
you cut me off. 

The CuarrMan. I want to encourage all members of this committee 
to ask questions, but I think that the next witness will clear up what 
you are proceeding on. 

Mr. Tumutry. I will be glad to yield. 

The Cuamman. Counsel. 

Mr. Casry. Mr. McGuire, I believe that the other day when we 
discussed this subject, and particularly when we discussed the ques- 
tion as to whether when this policy was announced on August 16 or 17 
it was announced after some coordination with the various shipping 
agencies of the Government primarily Agriculture, FOA, and General 
Services Administration. 

Mr. Rothschild said “I do not believe we did,” but then he followed 
up by saying that some members of his staff might have done so. I 
was wondering whether or not you had contacted these agencies. 

Mr. McGuire. The answer to that, Mr. Casey, would be that only 
in the most general sense can it be said that I personally contacted the 
members of any other agency. I have done that only in respect of my 
continuing contact with other men responsible for shipping activities 
in Government to determine their views as to the state of the market 
and the state of employment possibilities. I have had contact prior 
to that August date of yours with those people. 

Mr. Casry. I think Mr. Rothschild said that neither Agriculture 
nor FOA furnished information to Maritime as to the number of 
cargoes they might have for future shipment. 

I understand from you that you do it in a general sort of way and 
it is only a question of when you get the idea to pick up the telephone 
and talk to either Arthur Syran, or Mr. Hudtloff in Agriculture, or 
the appropriate individuals in other agencies. 

Mr. McGuire. We do endeavor to maintain relatively frequent 
contact with the members of other agencies relative to the cargoes 
they ship and the ability to move them. 
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Mr. Casry. Do you think that there is room for more formal pro- 
cedures for coordination between your agency and the various agen- 
cles having to do with the shipment of cargo? 

Mr. McGuire. , think there is a great room for improvement in 
that respect, Mr. Casey, and would “personally welcome any action 
that would bring Soe that result. 

Mr. Casry. When this policy was announced on August 16 was it 
not pretty generally recognized that, if the 50-50 provisions were 
written into. permanent law, that that would be the salvation for the 
American-flag tramp ship? 

Mr. McGuire. I can only answer it, Mr. Casey, by saying that it 
was then thought, and it is still nahh that it offers the only hope 
of profitable employment for some segment—the exact number is un- 
determinable—of our existing unsubsidized tramp fleet, and in fact 
the existing unsubsidized liner fleet. 

Mr. Casey. I think that it was stated here very recently that the 
foreign-flag tramp ship does not compete with the American-flag 
tramp ship for cargoes and I suppose that the thought behind that 
was that because of the rate that the American- flag tramp ship has 
to charge in order to cover increased cost of operation it restricts him 
to the Government cargo. 

Is it not the fact that within the past 6 months the American-flag 
tramp rate and foreign-flag tramp rate have been pretty close to even ? 

Mr. McGuire. There has been a difference of from $1.50 to $4 per 
ton between the lower rates of the foreign-flag vessels and the higher 
rates of the American-flag vessels. They have drawn closer together. 
There is no question about it. 

Mr. Casey. Maybe I am mistaken, but I think it would be the 
American-flag tramp rate was even lower than the foreign for a short 
time. 

Mr. McGuire. Historically that has been correct on one occasion 
to my knowledge. That was during the spring of 1951 when foreign- 
flag rates soared treme ndously, and in fact exceeded at various times 
and for a limited period of time exceeded the going rates for Amer- 
ican-flag tramps. 

Mr. Casey. Certainly at those times there was competition from the 
foreign-fl: ag tr: amp ships for the cargoes that the American-flag tramp 
ship was ¢ arrying. 

Mr. McGuire. There is no doubt about the fact that at periods of 
peak employment in the market there is a much greater ability on the 
part of American-flag tramps to compete for business. The record 
is clear and unmistakable that it can only occur in the foreign trade 
when the market is so strong that American-flag vessels can obtain 
a profitable rate. . 

Mr. Casry. In order to clear up one thing which Mr. Tumulty 
brought out, is it not the fact that when you transfer these vessels 
from American-flag to Panamanian or Honduran or other flags the 
vessel does not phys sically move to Panama or Honduras or Liberia; 
it merely hires a foreign crew in New York Harbor? 

Mr. McGume, That is entirely correct that undoubtedly many of the 
vessels never get to Liberia. 

Mr, Casry. What was the name of the New York broker that told 
you there were 25 ships available? 
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Mr. McGuire. Mr. Robert Beckman, vice president of J. H. Win- 
chester & Co., one of the oldest American brokerage houses. 

Mr. Casey. I wondered whether he was on the list of brokers con- 
tacted by the Yugoslavs in connection with the information furnished 
here ? 

Mr. McGuire. [am certain that he is, sir. 

The CuatrmMan. I am going to ask that the present witness stand 
aside and let Mr. Haddock testify. 

With Mr. Haddock’s testimony we will close this phase of the review 
with the Maritime Administration. 


STATEMENT OF HOYT S. HADDOCK, MARITIME COMMITTEE, CIO, 
REPRESENTING CONFERENCE OF AMERICAN MARITIME UNIONS 


Mr. Happock. I want to apologize to the committee for not having 
& prepared statement. I have a statement which we prepared March 
24, 1954, on this subject that I am going to use to talk from because 
it does cover most of the questions that are pertinent in this situation. 

The CuHamman. That was about the time that the former chairman 
directed a letter to the Maritime Board on the subject, was it not ? 

Mr. Happock. This was just after the chairman directed that letter. 
The chairman directed his letter on March 3, and we prepared this 
statement March 24, and I may tell you that we used, together with 
the material which we had, much of his letter in preparing this state- 
ment. 

The CuarrmMan. You may identify yourself for the record. 

Mr. Hapvpock. Mr. Chairman, I am appearing here as a representa- 
tive of the Conference of American Maritime Unions, which is com- 
posed of the American Radio Association, CIO; Brotherhood of 
Marine Engineers, AFI; Inlandboatmen’s Union of the Pacific, 
AFL; Marine Cooks and Stewards, AFL; Marine Firemen, Oilers, 
and Watertenders, AFL; Masters, Mates, and Pilots, AFL; National 
Marine Engineers Beneficial Association, CIO; National Maritime 
Union, CIO; Sailors Union of the Pacific, AFL; Seafarers Interna- 
tional Union, Atlantic & Gulf Distr ict, AFL; Seafarers International 
Union, Great Lakes District, AFI; and those organizations represent 
the vast majority of the merchant seamen engaged on American ships. 

Mr. Casey. What is your name? 

Mr. Happock. My name is Hoyt S. Haddock. I am executive sec- 
retary of the CIO Maritime Committee. 

The Conference of American Maritime Unions is unalterably op- 
posed to the policy and practice of transferring American merchant 
ships to foreign flags. Transfers to such “runaway” flags as Panama, 
Liberia, ae Hondur: as make a farce of this whole question. Our 
Nation, as a major world power, has followed and continues to follow 
a dangerous maritime policy. We destroy United States shipping 
during peacetime and only after we are attacked by an enemy do we 
realize the full importance of achieving and maintaining an adequate 
American merchant marine. This has been true prior to and during 
every major war in which we have participated. 

Fortunately, in World War I and II we have had allies who were 
strong enough to stall enemy aggression until we had sufficient time 
to adequately prepare ourselves for combat. This enabled the mighty 
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American production machinery to get into high gear. It made it 
possible for us to build and man a merchant fleet adequate to trans- 
port men and materials to the overseas battlefields. Those wars proved 
that given time, the United States isa Nation whose production ability 
and manpower can tip the scales of the balance of world power 
against aggressors who would destroy freedom and democracy. 

It is clear to us that in the next world war our Nation will be the 
No. 1 target of the Communist aggressors. The attack upon us will 
be sudden and every means of terrible destruction will be used. There- 
fore, we should not lean on the false theory that we will have sufficient 
time to prepare after being attacked. Despite the clarity of this rea- 
soning, our Government is permitting our merchant marine to be de- 
pleted by allowing our merchant ships to be transferred to foreign 
flags. Our Government must prohibit the further transfer of our 
merchant ships to foreign flags. Also, every effort should be exerted 
to bring under the American flag those ships which are owned by 
Americans and registered under “foreign flags. Only then can we 
hope to defend successfully our national security. 

Despite the fact that we are at the brink of another terrible world 
war our merchant marine is being methodically scuttled. Strangely 
enough, this is being done by American companies who have so much 
to gain by achieving and maintaining a merchant marine adequate for 
our national defense. 

These companies perfer to realize greater short-range profits by 
transferring their ships to foreign flags including the “runaway” 
flags of Panama, Honduras and Liberia. The term “runaway” is ap- 
plied to nonmaritime nations which are used to register merchant 
ships in order to evade taxes, high inspection standards, and the wage 
payments to seamen of bona fide maritime nations. 

As of January 1, 1954, there were a total of 346 ships of 1,000 
cross tons and over owned by American companies and operated under 
foreign flags. Also, there were a total of 72 ships which were being 
constructed for these companies to operate under foreign flags. These 
418 ships are 34 percent of the privately owned ships under the United 
States flag. Of these 418 ships, 207 are under the “runaway” flags of 
a ama, Honduras and Liberia. 

The 26 ore carriers, aggregating 543,596 deadweight tons, 
are operated or being constructed for operation under foreign flags 
and owned by subsidiaries of American companies. AI] 26 ore car- 
riers are owned by the large American ¢ ompanies. 

Of the 52 dry cargo ships, 44, aggregating 203,548 deadweight tons, 
are owned by 2 large American corporations. 39 of these ships are 
owned by the United Fruit Co. and 5 are owned by Standard Fruit 
Co. 

There are 340 seagoing tankers, aggregating 5,764,769 deadweight 
tons, which are operated or under construction for operation by affili- 
ates of American companies. 

Two hundred and forty or 85 percent of the 287 seagoing tankers 
actually in operation are owned by 5 large oil companies. Forty- five 
or 85 percent of the 53 tankers under construction for foreign-flag 
operation are owned by the same 5 companies. 

The argument often used by the American companies is that they 
operate their older ships under foreign flag. This is not true. In their 
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18 annual report Lloyd’s Register of Shipping reported that only 

» percent of the tankers registered under the American flag were 
under 5 years old. On the other hand, the percentages of tankers 
under 5 years old in the “runaway” fleets were as follows: Honduras, 
60 percent; Liberia, 78 percent; Panama, 31 percent. 

It is paradoxical that the large American companies that dodge 
paying American taxes are the same ones having large foreign hold- 
ings which require the protection of our Government. 

The American maritime unions have always been concerned with 
our Government’s policy of permitting the transfer of American-flag 
merchant ships to “runaway” flags. Despite our criticism, our Gov- 
ernment, in the post-World War II period, 1945 through 1952, has 
permitted the transfer of 532 privately owned American merchant 
ships to foreign flags. 

The shipowners readily agree that the main reason for transferring 
to foreign flags is to realize greater profits by employing the low est 
paid seamen they can find. They compare the voyage costs of Ameri- 

can ships manned and serviced by crews and “shoreside personnel 
participating in our high standard of living economy with the operat- 
ing costs of foreign ships manned by seamen who earn substandard 
wages and work long overtime hours with little or no extra com- 
pensation. 

Although we could compare other items of voyage costs, we will 
use the average total monthly compensation received by able-bodied 
seamen sailing aboard a C-2 dry-cargo ship on January 1, 1951. This 
average total compensation consists of basic monthly wage, overtime 
earnings, vacation pay, risk bonuses, et cetera. 

On January 1, 1951, the average monthly earnings of AB’s sailing 
aboard ships of major maritime nations were as follows: 
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Moreover, on such “runaway” flags as Panamanian and Honduran 
there is no set base wage. These crews have no union protection. 
Wages are paid accor ding to the nationality of the crew and the cir- 
cumstances which dictate the degree of exploitation of labor available 
to the shipowners. 

In 1950, the International Labor Organization published Condi- 
tions in Ships Flying the Panamanian Flag. The study disclosed the 
appalling living and working conditions aboard many of the Pana- 
manian-flag ships. They pointed out that able-bodied seamen on 
Panamanian-flag ships were earning as low as $42 a month with no 
pay for overtime work. Some of the the seamen did not even re- 
ceive the starvation wage they were promised. 

In the past the Maritime Commission and the Maritime Adminis- 
tration had usually specified that American ships transferred to for- 
eign flag could not come into direct competition with American-flag 
ships. ‘American maritime labor emphatically stated that even with 
that policy, every ship transferred meant that two ships were lost to 
the American merchant marine. 
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This was so because the transferred ship would release another 
foreign-flag ship from another trade which would then come into 
competition with American ships. 

A prize example is the one in which the Maritime Administrator 
permitted the Matson Line to sell the Mariposa to the Home Lines 
with the proviso that the ship not enter American ports for 5 years. 
The Home Lines renamed the Mariposa the Homeric and registered 
her under the Panamanian flag. The Home Lines recently announced 
that the Homeric would replace the luxury liner Aé/antic in the run 
between Canada and Europe. The Ad/antic will then be placed in 
the run between New York and the Mediterranean ports. 

Thus, the sale of the Mariposa has resulted in the shifting of the 
Atlantic into direct competition with United States passenger ships 
on the run between New York and the Mediterranean ports. It is 
important to realize that this practice is made even easier for standard 
‘argo and tank ships than it is for passenger ships. Also, we wish 
to point out that this practice of having transferred ships release 
other ships to restricted trades is a means of offsetting the requirement 
that the transferred ship shall not ply in the trades “with Communist 
countries in accordance with the Department of Commerce’s Trans- 
portation Orders T-1 and T-2. 

The maritime unions were at that time startled by the Maritime 
Administration’s announcement of the so-called liberalized policy of 
permitting the transfer foreign of Liberty-type tankers to the “run- 
away” flags of Panama, Honduras, and Liberia. This was back in 
March. That is what we are talking about. 

The new policy at that time was based on the premise that Liberty- 
type tankers are obsolete and if they remain either directly or in- 
directly in the control of United States owners they will be available 
to the United States in time of national emergency. 

This we feel most strongly is dangerous reasoning because the Mari- 
time Administrator may decide to apply his reasoning to the Liberty 
dry-cargo ships and, of course, that same reasoning has been applied 
to it and that is one of the things that you are most. ares in. 

We also challenge the thinking that ships under the “runaway” flags 
will be available to us in the next national emergency. U tiles the 
crews of American-flag ships, the seamen aboard the the runaway- 
flag ships are not screened for loyalty. Based on the knowledge that 
the Communists have issued orders to their agents to become seamen 
aboard these ships, it would be folly to believe that they are not aboard 
these ships. 

This is especially true because many of the crews aboard these 
ships are from such countries where many of the people are avowed 
Communists. All of us are familiar with the fact that the Communist 
Party in this country had ordered its agents to seek employment 
aboard United States merchant ships especailly those which transit 
the Panama Canal. 

In time of war it would be amazingly foolish for our Government 
to permit ships flying the runaway flags to transit the Panama Canal 
which is so vital to our national defense. Also, we will not find 
enough loyal skilled American seamen to man these ships if we permit 
the runaway-flag ships to drive us off the high seas. 
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There is another good reason why we are certain that most of the 
runaway-flag ships which are owned by Americans will not be avail- 
able to the United States should an all-out war break out. Very few 
will disagree that Russia and her satellites have a good chance of 
sweeping across much of Europe before the free world will be able 
to stop them. 

In Diels sweep they will no doubt defeat and occupy the Balkan and 
Scandinavian nations. This will not only result in the loss of the 
merchant marines of those nations of the free world, but, in our 
opinion, will also result in the loss of most of the ships flying the 
runaway flags. These ships are manned by Italian, Greek, and other 
low-wage nationalities. 

Weare certain that as soon as the Communists overrun those nations 
they will radio all ships with crews of those nations to turn the ship 
to Communist-controlled countries. They will no doubt be successful 
in their order because it would be based on the threat of punishing 
families of crew members unless the ship is brought in. This risk 
can be avoided by keeping our ships from being transferred foreign. 

The Cuarrman. Mr. Haddock, I do not want to interrrupt your gen- 
eral statement, but we want as nearly as possible to pin our hearing 
here to the transaction or transfer that took place between June of 1954 
and December 13, 1954, and thereafter. What is your position and 
what do the people that you represent think about this? You are gen- 
erally opposed to the entire policy of transfer. That is understood, 
is it? 

Mr. Happockx. We are definitely opposed to their present policy of 
transfers. I don’t want you to get the impression that we are opposed 
to all transfers. We are not. We have developed a policy. Maybe 


at this time I ought to read that policy. 
The Cuarman. I do not want to interrupt your transcript but I 


do want to get down to that point. 

Mr. Happocx. What I have been trying to say so far is to set forth 
our policy reasoning as to why these transfers should not be permitted. 
I will continue on that, but I think at this time it would be good to 
consider these reasonings in accordance with the context of our general 
policy which is opposed to the free policy of transferring. We have 
set forth a policy under which we think ships should be transferred 


and only under that Grane 
We believe that the requirements of such a age should be ‘as 


follows; and we would certainly recommend to this committee that a 
bill be introduced embodying these principles and enacted into law 
to guide the Maritime Administration or guide the administrative 
departments of our Government in the future with respect to transfers. 
The policy is as follows: 

The Federal Maritime Board may, by unanimous vote, after public hearing, 
permit the transfer of United States-flag ships to foreign flag, after the applicant 
for such transfer has affirmatively shown that the transfer would be: 

1. In the interest, convenience, and necessity of the United States merchant 
marine, the United States economy, and the national defense. 

2. A factor for increasing revenue in the United States after a consideration 
of all tax receipts and disbursement. 

3. A favorable factor to the enforcement of United States safety laws. 

4. An improving influence of United States labor standards. 

5. Of material aid to United States foreign policy as certified by the Secre- 


tary of State. 
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6. No influence toward overtonnage of any of the trade lanes on which United 
States vessels operate. 

7. Unharmful to the competitive position of American-flag vessels. 

&. Certified by the National Defense Establishment to be of no military value 
to the United States or our possible enemy. 

9. Of aid to United States shipbuilding program. 

10. In a trade, between ports of one nation, in which the operation of foreign- 
flag ships would not be prejudicial to the United States. 5 

11. Of aid to friendly nations in the building of a merchant fleet sufficient to 
carry 50 percent of their foreign and domestic trade, or replace vessels which 
have been destroyed. 

12. Of benefit in training and making available additional citizen seamen for 
the United States merchant marine. 

All applications for transfer of American-flag ships to foreign ownership 
and/or registry that meet the above requirements shall be approved with the 
further requirement that the transferred ships shall be prohibited, for the 
life of the ship, from loading or unloading cargo or passengers in United States 
ports. 

The Federal Maritime Board would accord all interested parties, such as 
maritime labor, shippers and steampship companies an opportunity to par- 
ticipate in public hearings on all applications to transfer ships foreign. 

The equalization of United States ship and foreign ship construction and 
operation costs for bona fide American citizen shipowners, in accordance with 
the Nation’s maritime policy, is recognized as the only practical way to assure 
operation of United States ships. 


Mr. Chairman, specifically with respect to this transfer policy, on 
January 17, I wrote an article for publication entitled “United States 
Runaways of 1954,” and I would like to read that article. 


In recent months most articles on transfer of foreign, including ours, have 
stressed the transfer of our Liberty dry-cargo ships to foreign flags. This has 
caused many persons to believe that the 64 Liberty dry-cargo ships transferred 
foreign since August 16, 1954, comprise the great bulk of the United States 
merchant ships transferred to foreign flags in calendar year 1954. This is not 
so. They are less than half the total number of ships transferred during 1954. 

From January 1 to December 31, 1954, there were a total of 134 privately 
owned seagoing United States-flag merchant ships of 1,000 gross tons and over 
transferred to foreign flags. These ships totaled 986,270 gross tons. This data 
does not include seagoing tugs, ferries, or barges. It does include 3 ships which 
are to. be scrapped within 18 months after transfer. 

Of the 134 ships, 51 are tankers, 79 are dry-cargo ships, and 4 are passenger- 
cargo ships. 

For years many of the majur maritime nations were pleased to hear that the 
United States merchant marine was being transferred to foreign flags. In fact 
some of them were hopeful of getting the transferred ships under their flags. 

Now they realize that runaway ships go to runaway flags and to flags of mari- 
time nations. This is proved by the fact that in 1954, 127 of the 134 runaway 
American ships were registered under the runaway flags of Liberia, Panama, and 
Honduras. Moreover, the ships of other bonafide maritime nations are being 
driven off the high seas or to the runaway flags by the runaway American ships. 

We have often predicted that unless our Congress and administration take 
realistic steps. toward achieving and maintaining an adequate merchant marine, 
the only merchant ships left on the high seas will be flying the runaway flags. 


Now, as indicated by the policy which we think ought to be applied 
to this question, we feel that the two criteria which are used by the 
present Maritime Administration are completely inadequate. 

We do not believe that addressing a letter to the Department of 
Commerce asking them whether, if the ship were transferred to a 
foreign flag, it would be available, and the Maritime Administration 
requiring, as a part of the contract and permission to transfer, that 
the owner of the ship which transferred it would make it available 
to the United States in time of emergency are adequate criteria for our 
national defense. 
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We know that during the last war we supplied the ships for the 
defense of the world, not the foreign countries. We also iethe that 
many of the ships of the foreign countries were not made available to 
the United States and could not be made av ailable. We also know 
from that history and what we have learned since then that they 

‘annot be made available after the war. 

Now, I alluded to the fact that American merchant seamen on 
American-flag ships go through a screening to determine whether 
or not they would co a security risk to the United States. I can’t see 
how any reasonable person can think that that program can be of any 

value to the United States if on the other hand we are going to permit 
ships owned by American citizens, which are supposed to be available 
to us in time of war, are per mitted to be manned by foreign seamen, 
many of whom come from countries where a very large portion of the 
citizens are Communists, vote C ommunist, and act C ‘ommunist. 

It is just unthinkable to believe that these ships which are manned 
by these foreign seamen are going to be available to the United States. 
They are going to be turned over to the Communists where the feel- 
ings of many of the sez umen lie. 

Now, I don’t think it is necessary for me to belabor that point. It 
seems so clear to me. 

Now, on the other question as to the carrying of the commerce of the 
United States, most of these ships that are transferred for foreign flag 
are engaged in carrying the commerce of the United States. One of 
the members of the committee asked for a rundown as to what hap- 
pens to these ships. 

Well, it is perfectly clear what happens to these ships. These 
ships ply to and from the United States carrying the commerce of the 
United States so that there can be no question as to what the situa- 
tion is. If one of these ships does not ply between the United States 
and foreign ports, it releases another ship which is engaged between 
foreign ports to come to the United States and ship operation is, actu- 
ally, a question of available cargo. If there is not sufficient cargo 
for these ships to carry under the American flag, there is not going 
to be suflicient cargo for them to carry under foreign flag. 

If they do find sufficient cargo to carry under foreign flag, it simply 
means they are taking it away from additional American ships. Thai 
seems to me to be a very simple question. 

We have 100,000 tons of cargo to move and 100 ships to carry it. 
Those 100 ships are going to carry it irrespective of what flag they 
are under. If they are not American ships, they are going to be for- 
eign-flag ships and they will carry it. 

Now, a lot has been said about the cost of operation of these ships 
under foreign flag as compared to the United States flag. There is 
no doubt at all but what foreign-flag ships are cheaper to operate. 
American-flag ships cannot generally compete with foreign-flag ships 
without a subsidy of one kind or another. That is not always the 

‘ase. In time of tight market we find that foreign-flag ships are 
carrying higher rates for cargoes than American-flag ships. We have 
just gone through a condition such as that. 

Beginning about the middle of January and continuing up to 
just about the present time on the west coast, the liner market for 
moving coal to Korea was $14.50. During that same period foreign- 
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flag tramps were bidding on this coal for $17.98. So that you can see 

that that tight market was created because apparently there were 

not available American tramp ships in sufficient numbers to move 

the coal on the west coast or the coal would have moved without utili- 
zation of foreign-flag ships at the higher rate. 

Now, I don’t t know how m: iny foreign-flag ships got coal or whether 
any did, but I do know that that was a rate that was quoted out there 
just during the last month. 

In the consideration of this overall policy I would like, Mr. Chair- 
man, if I can, just to refer again to the letter which the chairman 
of the committee sent to the Commerce Department last year on this 
subject. 

The Cuarrman. I want you to get down to the point that brought 
about all this discussion, the article that appeared in a local paper 

saying that there were not available American-flag dry-cargo tramps 
to carry this cargo, which might jeopardize the 50-50 provisions, and 
you were interested in the 50-50 provision as well as some other 
people. 

Now, that is the question that I want you to address yourself to to 
some extent. Do you know whether there were American-flag vessels 
available at that time? 

Mr. Hapvock. No; I don’t know. Beginning in March or a little 
after March we started at that time to discuss the projected movements 
of aid cargo which were going to take place. We have discussed 
those questions with people in Agriculture, in FOA, and we have 
discussed it with some Maritime _— We generally asked the ques- 
tion what was going to be done about making American-flag ships 
available if this cargo piled up as we though it would beginning in 
the late fall and winter and early part of 1955. 

We never at any point, I think, got any sympathetic hearing on that 
question. Well, I don’t think that is quite fair. I would say in dis- 
cussions with Colonel Syran over at FOA, he was sympathetic and 
felt that ship transfers may require the breaking out of Government 
tonnage to carry this cargo. 

The Cuarrman. Just at what time particularly was that? 

Mr. Happock. This was in the late fall and early winter of last 
year that we had discussions on this question with him. We were 
concerned because we wanted to know whether or not ships were 
going to be broken out. We discussed at length, I think, with him 
at that time whether or not it was possible to spread this aid program 
over a long period to prevent breaking out of additional ships and 
make the cargo available to priv: ately owned ships over a longer 
period of time so that they would have employment. 

I think generally there was not sufficient knowledge of just what 
the movements were going to be, when they were going to be made for 
us to make any real “deter mination as to ‘what the needs were going 
to be. I suspect that that is probably true with the Government 
departments because unless they can get down to the real needs and 
how they are going to schedule those needs and so forth, I cannot see 
how they can determine when they are going to be available. I know 
that Colonel Syran told us at the time ‘that it was almost impossible 
for him to know what the shipping needs were going to be as much 
as 90 days ahead of time. He is in the Government and has these 
figures available, and we don’t have them available. 
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We certainly think that the Government ought to project these 
things sufficiently to know what the needs are going to be, but irre- 
spective of what the needs are going to be, we don’t think these ships 
ought to be transferred. We advocated that the Government put these 
ships in the laid-up fleet that were not going to be used. 

All of these companies whose ships have just been transferred 
bought those ships right at the beginning of the Korean situation. 
They bought them with the understanding that they had to operate 
them under the American flag. None of them bought them with the 
idea that they were going to transfer them to foreign flag. They 
bought them to meet the demand for ships that existed as a result 
of the Korean situation. 

Like any other American industrialist who goes out and invests in 
a business, they did it to make profit and, since they had no idea of 
transferring them at that time, and since they were sold with the 
general understanding that they were going to be operated under the 
American flag, it seems to me that the transfer actually violates the 
intent of the Government at the time they did sell them. 

We hear a lot in discussing these questions of transfer of ships about 
the private property rights of these people. Well, I think the record 
will show at that time that the private property rights of these people 
were to operate these ships under the American flag and like any a 
American who invests in industry, they are required to operate under 
the American flag. We don’t talk about taking the surplus war plants 
that were sold to Americans after the war with the understanding 
that they were going to be operated in the general economy of the 
United States. 

There is no attempt on anyone’s part to transfer those out. I am 
quite sure it wouldn’t be permitted if it were tried. 

Now, it seems to me that for a lot of these transferred ships, we 
are sort of stretching the American private enterprise right theory 
when we realize that these ships actually were vebaidiont ships. They 
were being operated as subsidized ships. 

The Cuarrman. I wonder if you would like to answer questions of 
the members ? 

Mr. Happock. I would like to answer members questions, if possible. 

Mr. Casey. I understand, Mr. Haddock, that you agree that 
American-flag tramp ships cannot compete with foreign-flag tramp 
ships in world markets so to speak ? 

Mr. Happocx. In normal times they cannot. 

Mr. Casry. It is only when the market gets so tight that they have 
to ship on some kind of ship even if they have to pay more freight? 

Mr. Happocxk. That is correct. 

Mr. Casey. I understand from your testimony that you disagree 
with the figures that are given on that large chart there which indi- 
cate to me that the cost of operating a ship under the Panamanian 
and Liberian flag are slightly in excess of the cost of operation under 
the Norwegian flag. 

In other words, have you not made the point that the wages and 
the costs of operation under the runaway flags are even less than 
recognized maritime nations and eventually will drive all the mari- 
time nations off the seas? 
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Mr. Hapvock. Yes, sir; according to the report of the International 
Labor Office, that is the case. We have not, ourselves, in recent years 
made a study of that and that picture could have changed in 1954. 
I doubt very much that it has, however. 

Mr. Casey. At least on these figures that have been furnished to 
the committee by Maritime they are discussing the period 1953-54 
and their figures indicate that a runaway flag operating expenses are 
slightly in excess of the Norwegian and oak slightly less than the 

reek. 

Now, on this policy for transfers that your organization has adopted 
I did not get all of the elements that you have outlined, but I refer 
to two of them: First, that it be designed to train seamen for Amer- 
ican-flag ships. Is that one of them? 

Mr. Happocx. That is one of them. 

Mr. Casey. I wonder how that would operate? 

Mr. Happock. Well, it would simply mean that if we are going to 
have more ships under the American flag, and we would have if we 
did not continue to transfer them out to foreign flag and put them 
in competition with United States-flag ships, that we would have a 
larger number of seamen employed on American ships who would be 
in training at all times. We consider that quite an important policy. 

Mr. Casey. I do not think you get my point. This is one of the 
requirements that you would insert in the transfer policy. In other 
words, you could not transfer a ship unless it was going to increase 
the amount of seamen available for the American flag. 

Mr. Happock. Well, it is a very simple question. If a shipowner 
can show that by transferring his ship to a foreign flag there is going 
to be an improvement in the American Merchant Marine by the 
employment of more ships under the American flag, we would get 
additional employment. There are certain instances where that can 
be shown. 

For example, some ships that were transferred to Brazil recently 
are a case in point. The transfer of those ships would make more 
cargoes available to American ships. That was what it was designed 
todo. That means more seamen employed on American ships. 

Mr. Casey. Now, it seems to me that that would be an extremely rare 
situation. 

Mr. Happock. I think it would be. 

Mr. Casey. And it would also be an extremely rare situation where 
you would have anybody even apply for a transfer under the policy 
you have outlined. 

Mr. Happocx. I think very definitely so. The policy we have out- 
lined would bring largely to a halt the question of transfer of ships. 

Mr. Casey. In other words, this is just another way of saying you 
are against transfers? 

Mr. Happock. Yes; we are basically against transfers. If I haven’t 
made that point I want to make it. 

Mr. Casey. You have made it many times. Another of the elements 
you have required is that the Defense Establishment certify that the 
vessel to be transferred had no military value. Can you conceive of 
a situation where the military department would ever go that far? 

Mr. Happock. I don’t know. 

Mr. Casey. In times of emergency they will even certify that a row- 
boat has some military value. 
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Mr. Happock. When you take the transfers that have taken place 
and see the military sitting by and giving a negative approval to such 
transfers, I can conceive of almost anything, yes. 

Mr. Casey. But they have never gone so far as to say a ship has no 
military value? 

Mr. Happock. No, they have gone so far as saying that they will be 
our ships under a foreign crew. That is their attitude. 

Mr. Casey. But summing the whole thing up so far as your transfer 
policy it is just another way of saying “we want to bring this thing 
to a halt and these are the requirements that will bring it to a halt.” 

Mr. Happock. Yes, we want to bring it to a halt so long as it does 
not redound to the economy, to our defense, and to assisting the Amer- 
ican merchant marine. If it cannot do those three things it shouldn’t 
be done in our opinion. 

Mr. Casey. In those figures that you gave for the freight rates on 
the west coast I notice that you have $14.50 for the liner market. Are 
those ships that are receiving direct subsidy from the Government? 

Mr. Happocr. Yes. 

Mr. Casey. It is hardly fair to compare those with American-tramp 
ships, is it? 

Mr. Happock. I don’t know what the tramp ship rate would be out 
there. Apparently tramp ships did not offer. I don’t know. 

Mr. Casey. It is safe to say that it would be higher than $14.50? 

Mr. Hanpock. I don’t know what the American tramp figure would 
be. I would assume that it would approach very closely the foreign 
tramp because that is normally what does happen. 

Mr. Casry. Normally, of course, the foreign tramp rate might be 
— to be about equal to the American liner rate ? 

Mr. Happock. Yes. 

Mr. Casry. Now, insofar as this present situation is concerned, I 
understand that you really had no definite information or no informa- 
tion really that the Maritime officials did not have at the time that they 
permitted these transfers during the last 5 months of 1954? 

Mr. Happock. No, I am sure they have available to them more infor- 
mation than we have. 

Mr. Casry. Whatever information you did have you did convey to 
the Maritime Administration ? 

Mr. Happock. Yes, we have had discussions with them from time to 
time on this subject. As a matter of fact, I very rarely see Adminis- 
trator Rothschild and other people down there unless I do deal with 
this subject in some form or another. 

The Cuatrman. May I ask just one question. On or about Decem- 
ber 13, did you present the fact to the Maritime Administration that 
there were American-tramp vessels available at that time or immedi- 
ately after that? 

Mr. Happock. I don’t recall, Mr. Bonner. 

The Cuatrman. No one in your organization did so? 

Mr. Happock. No, I don’t recall of us having done that. 

The CHarrMan. No one protested the further transfers ? 

Mr. Happock. Oh, yes, we protested further transfers. 

The Cuatrman. On the general principle you did protest, but not 
on the question with which we are dealing now ? 

Mr. Happock. Well, we certainly asked. I would have to go back 
and check columns that I wrote. 
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The Cuamman. Tell me what you wrote. I admire you. I think 
you have a right to come here and give your side of this picture. That 
is the reason I called you up yester day and told you I wanted you to 
come here. 

Mr. Happock. Mr. Chairman, going back to your question, I do 
recall, but I do not recall the date. I do recall being in touch with 
some of the Maritime people—and I could not name which ones be- 
cause I try to see as many of them as I can—and with Colonel 
Syran. 

As a matter of fact, I had a long talk with Colonel Syran on the 
subject and asked him what his situation was. I think I probably 
discussed it with Mr. McGuire, but I won’t say that I did because I 
just don’t remember around that time because we were concerned very 
much about the situation. It seems to me about that time that Mr. 
Syran was the subject of a very strong attack by the tramp owners 
who were transferring these ships because he wouldn’t give them some 
sort of a rate or something and at that time I recall discussing it with 
him and asking whether or not there were going to be sufficient ships 
available to meet this need and we were concerned about it during 
that time, but we did not have figures to indicate that there would be 
a shortage or anything else. 

The CuatrmMan. Mr. Tollefson ? 

Mr. Totierson. I have 1 or 2 questions. 

First, however, I would like to say this if the witness ever leaves 
his present employment, I would hope that he would be replaced 
by somebody. who would fight as strongly for the American merchant 
marine as the witness has, and who would be able to do as much 
toward maintaining the American merchant marine as the witness has. 
I have seen the gentleman work for 8 years now and I want to com- 
pliment him. 

I want to ask you this question: My concern throughout the hear- 
ings has been in connection with the 50-50 legislation as well as the 
transfer of ships foreign. Do you think that without the 50-50 
legislation the Agr iculture Department, the FOA or the State De- 
partment, if it had anything to do with it, would see to it that 50 
percent of our cargoes were carried on American-flag ships ? 

Mr. Happock. I feel positive that they would not. It is my opinion 
that they would see that all of it went on the foreign-flag ship. 

Mr. Totierson. I feel exactly the same and maybe my concern has 
not been made evident throughout these hearings, but I have been 
a little afraid, and I said this the other day, that there are those in 
our own departments of Government who would like to undercut our 
50-50 legislation if they could do it on one pretext or other. 

The Carman. Mr. Byrne. 

Mr. Byrne. If I remember correctly, did we not pass an amend- 
ment in the last session of Congress demanding that all the wheat that 
was carried to Pakistan and those other countries should be taken 
there in American-flag bottoms ? 

Mr. Totierson. Our amendment applied only to 50-50, but our 
desires were in the direction of 100 percent. We did not think we 
would ever get there. 

Mr. Byrne. I must compliment the witness also. Coming from the 
river wards, from south of the bridge, I have a personal interest in 
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the American seaman and in everyone who is employed on the river. 
As Mr. Tollefson said if you ever resign they should make sure that 
they get someone like yourself who is a fighter for the American mer- 
chant marine. 

The Cuatrman. Mr. Allen? 

Mr. Auten. I have a similar concern as I think you know, for the 
operation of American ships with American seamen. I am not quite 
sure I agree with some of the remedies proposed. Do you have any 
evidence historically that on a long-range basis the withholding of the 
privilege of transfer from one flag to another either in our Nation or 
elsewhere has ever resulted in the continued operation of the oe 
proposed to be transferred under the flag of the nation from whic 
it wanted to transfer ? 

Mr. Happock. Well, I am not quite sure that I understand your 
question. 

Mr. Aten. Let me amplify the question. I can see where on a 

rood market the withholding of permission to transfer of an Amer- 
ican-flag ship last August or September might have resulted in an 
operation under the American flag for a market with a heavy demand 
for everybody’s ships, but on a long-range basis will the withholding 
of the privilege of transfer to an American owner result in the opera- 
tion of that particular ship by that owner under the American flag or 
that ship by another owner under the American flag; not as a matter 
of reason as to the future, but as a matter of citing examples of the 
past, and so forth, for our country or any other country ? 

Mr. Happock. Well, tulstoatiallly your ships operate when cargoes 
are offered and that is the problem you are confronted with in this 
transfer of ships it seems to me. 

Take the situation between the ending of World War II and Korea. 
Cargoes diminished considerably and just before Korea American 
tramp ships were in very bad shape and liners, also. There was quite a 
diminution of cargo at that point. Many ships were tied up and if 
they had been transferred to foreign flag they would not have been 
available under American flag to carry the Korean cargoes. Now, 
after Korea, the same thing happened. 

I believe it was in earby 1954 we had a falling off of cargoes. If at 
that time those ships had transferred they would not have been avail- 
able to carry the upturn that took place. 

You have that situation right now. There is no question about it 
that the market is up on tramp ships under the American flag. If 
they were available to carry the cargo under the American flag they 
would. There is only so much cargo to be carried and it is going 
to be carried under foreign flag if it is not carried under the 
American flag. When you shift cargo around you don’t change the 
picture. If there is no cargo available to be carried, they are not 
going to carry it under foreign flag either. 

Mr. Atten. When you look at the example of the past would it not 
seem to be true that if we were definitely assured that there would 
be no transfers of American-flag ships to foreign flag there would be a 
likelihood that ships of other nations would become availa)ble over a 
period of time to carry the cargo in competition, to the elimination of 
the American-flag tramps? 

Mr. Happock. Well, if there is not cargo available for the American 
tramp ships to carry you are right, but if there is cargo for American 
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tramp ships I don’t think there would be an increase in foreign tramp 
ships to pick that up. 

Now, your foreign tramp ships can’t operate when there isn’t cargo 
to carry either. 

Mr. AuLEN. My thought is, as you — can surmise, that the 
remedy is not completely at least in withholding transfers, but in some 
other measures that make American ships operate at a better profit? 

Mr. Happock. We think one of the things that ought to be done is 
that when these ships such as we have at the present time cannot get 
cargoes that the Maritime Administration ought to take them and 
put them in the laid-up fleet. We are not asking any shipowner to 
subsidize the defense of the United States. We don’t think that that 
is their job, despite the fact that MSTS and Maritime Administration 
seem to think that they ought to do it from time to time. 

Mr. Auten. Would you agree then that the private owner now, who 
has no cargo, has no way of getting off the hook? He cannot under 
present circumstances transfer to a foreign government; nor can he 
transfer as any matter of right to the domestic government ? ; 

Mr. Happock. That is right. He has no way of getting off the hook, 
but, of course, as you know, that is true of the fellow who is operating 
a shoe-manu facturing place out here or a tire-manufacturing place, too. 

Mr. ALLEN. But nobody moves from Czechoslovakia to West Vir- 
ginia in shoe manufacturing and they do move in foreign trade. 

Mr. Davipson. Mr. Witness, representing as you do labor who man 
the ships, I will address this question to you as a labor man generally. 

Let us assume that I represent a corporation which has a contract 
with a labor union and I am not finding that I am making as much 

rofit as I would like to make. So I form another corporation that 
as no contract with the labor union and I start to have my work done, 
whatever nature it may be, by that other group of men. 

What would you, as a labor man representing the first union, do 
about it? 

Mr. Happocx. I would try to organize your second plant. 

The CHarrMan. Let me interrupt. I want to stay on this subject 
as much as I can unless you are coming to it. 

Mr. Davinson. I am coming right to it now. 

Now, then, if foreign ships, many of which are directly or indirectly 
owned by American companies, are running away from American 
taxes, safety measures, and decent wages and security measures, why 
do union stevedores handle their cargoes in American ports ? 

Mr. Happock. Well, they handle it because they are required to un- 
der some of our laws. 

Mr. Davinson. Are you referring to secondary boycotts? 

Mr. Happock. That is right. 

Mr. Davinson. Do you think it would be a secondary boycott if these 
ships could be proven to be owned by the very people with whom they 
have union contracts? 

Mr. Happock. I am sure that they would be. We have had cases. 

The CHarrMAN. Are there any further questions? Mr. Ashley? 

Mr. Asutey. No. 

The Cuatrman. Mr. Tumulty? 

Mr. Tumutry. You alluded to the cargo carried by these runaway- 
flag ships in your testimony. What kind of cargo do they carry after 
they transfer to the foreign-flag? Do you know? 
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Mr. Happock. Exactly the same kind they have been carrying 
before. 

Mr. Tumutry. I do not know what they were carrying in the first 
place, so when you answer that way you leave me just where I was. 

Mr. Happock. They carry general bulk commodities—coal, grain, 
fertilizers—and there are others; sulfur. 

Mr. Tumutry. Do they pick up the cargo after they have trans- 
ferred and at what ports do they deliver it ? 

Mr. Happocx. They pick their cargoes up normally in the United 
States and carry them to foreign ports. 

Mr. Tumutry. To what countries? Take the tankers. Do they 
bring oil into the United States or take it out ? 

Mr. Happock. They bring it into the United States principally. 

Mr. Tumutry. From where and to where? 

Mr. Happock. From the major oilfields. For example, the oil 
tankers would operate from the Far East fields, from Venezuela. 

Mr. Tumutry. Do they take oil from the United States to any 
place under foreign flag? For example, any places engaged in 
conflict ? 

Mr. Happocx. They carry from time to time refined oils. 

Mr. Tumutry. Do any American vessels who have transferred 
foreign utilize that device to supply the foreign trade which is supply- 


ing Red China ? 
Mr. Havpocx. I don’t think those ships do, but they release other 


ships which do that very thing. 

Mr. Tumutty. So that the runaway-flag ships do at least indirectly 
aid the Red Chinese in their current war efforts against the United 
States and the free world? Is that a correct statement ? 

Mr. Happocx. I think that is a correct statement. I heard a “no” 
behind me, but let me explain. 

You take, for example, a so-called Greek owner who has American- 
flag ships 

Mr. Tumutty. He is actually a Greek? 

Mr. Happock. He may be an American, but he is usually a natural- 
ized American. He will have ships under the Canadian, under the 
British, under the Greek, under the Honduran and Liberian flags. 
He transfers his American ship out; let us say that he has a ship 
which he normally tries to pick up cargo between Greece and the 
United States. He transfers the American ship out and puts it on 
that run and takes the Greek ship under the Greek flag or the Liberian 
flag, or whatever flag it might be and releases it to one of the other 
trades, to the Communist trade if he can operate in there. 

Mr. Tumutry. Do you know which China table 2 refers to in this 
exhibit that I have here Status of Mortgage on Vessels Sold to 
Noncitizens ? 

Mr. Zincke. That is Nationalist China, Mr. Tumulty. 

Mr. Tumuury. I have no further questions. 

The CratrmMan. That concludes the hearing this morning. 

I want to thank you, sir, for coming up. 

Mr. Rornscnitp. Mr. Chairman ? 

The Cuarrman. Yes, Mr. Rothschild? 

Mr. Rorrnscnip. May I add one other matter ? 

The CHatrman. Yes; and that will conclude this phase of the 

The staff will write a report on this particular phase. 








hearing. 











ADMINISTRATION OF 50—50 LAW 173 


Mr. Roruscuup. As I remember, when Mr. McGuire was testify- 
ing this morning you indicated that you thought that there had been 
a ch: inge of attitude toward one criterion under which we were trans- 
ferring ships on or about the middle of December. 

The Cuamaan. I do not know whether I indicated that there was 
a change, but whether it was adhered to from that date on, whether 
the two criteria that he designated were necessary were adhered to 
from December 13. 

Mr. Roruscnitp. One of those criteria was whether or not the 
foreign trade of the United States could be met with the ships which 
were left. 

The Cuatrman. If there would be cargo available for the ships 
transferred. That is the question. I think that is what he said. 
We might go back to his language and see what the two criteria were 
to which he testified. 

Mr. Roruscuitp. It was my attitude then and still is, sir, that in 
spite of representations made to us by some other areas of Govern- 
ment, we did not then know and do not now know of situations in 
which there have not been American ships available and as Mr. Me- 
Guire testified this morning there are 21 available for March use. 

Now, Mr. Syran has made some suggestion and did come to see me 
about the middle of December suggesting that there might be a time 
at which we would have to break out ships from the fleet. I did not 
then agree with his thinking, nor do I now because I don’t think that 
has been demonstrated as yet. 

Therefore, I would say that we kept in mind throughout the whole 
transfer period those two criteria by which we had originally started 
the operation. 

The Cyarrman. Thank you, sir. 

That will conclude the hearings. 

Mr. McGuire, you will come ‘back with your testimony tomorrow 
on the general subject of the ne itime Administration. 

(Whereupon, at 12:20 p. m., Wednesday, February 16, 1955, the 
hearing was adjourned.) 














APPENDIX 





DECEMBER 15, 1954. 
The PRESIDENT, 
The White House, Washington, D. C. 


My Dear Mr. PresgpeNnt: I have the honor to comply with your request for my 
opinion on the question whether the provision of Public Law 664, 83d Congress, 
approved August 26, 1954 (68 Stat. 832), relating to the guaranty of convertibility 
of foreign currencies, has application to sales of surplus agricultural commodities 
for foreign currency pursuant to title I of Public Law 480, 83d Congress (the 
Agricultural Trade Development and Assistance Act of 1954), approved July 
10, 1954. 

Public Law 664 amends section 901 of the Merchant Marine Act, 1936, as 
amended, to codify and extend in permanent legislation various preferences pro- 
vided in existing law for United States-flag commercial vessels in the transpor- 
tation of certain ocean cargoes. The statute provides in pertinent part: 

““(b) whenever the United States shall procure, contract for, or otherwise ob- 
tain for its own account, or shall furnish to or for the account of any foreign 
nation without provision for reimbursement, any equipment, materials, or com- 
modities, within or without the United States, or shall advance funds or credits 
or guarantee the convertibility of foreign currencies in connection with the fur- 
nishing of such equipment, materials, or commodities, the appropriate agency or 
agencies shall take such steps as may be necessary and practicable to assure that 
at least 50 per centum of the gross tonnage of such equipment, materials, or com- 
modities (computed separately for dry bulk carriers, dry cargo liners, and tank- 
ers), which may be transported on ocean vessels shall be transported on privately 
owned United States-flag commercial vessels * * *.” [Italics supplied.] 

Title I of Public Law 480 authorizes the sale of surplus agricultural commodi- 
ties for foreign currency. Section 101 empowers the President to negotiate and 
earry out agreements with friendly foreign nations for that purpose subject to 
prescribed standards including a direction that private trade channels be used 
to the maximum extent practicable for sales from both privately owned and 
Commodity Credit Corporation stocks. Section 102 (a) directs the Commodity 
Credit Corporation, in accordance with regulations issued by the President, to 
make available funds to finance the sale and exportation of such commodities. 
Section 102 (b) provides in pertinent part: 

“In order to facilitate and maximize the use of private channels of trade in 
carrying out agreements entered into pursuant to this Act, the President may, 
under such regulations and subject to such safeguards as he deems appropriate, 
provide for the issuance of letters of commitment against funds or guaranties 
of funds supplied by the Commodity Credit Corporation * * *. Such letters of 
commitment, when issued, shall constitute obligations of the United States and 
moneys due or to become due thereunder shall be assignable under the Assignment 
of Claims Act of 1940. * * *” 

Section 103 authorizes appropriations not in excess of $700 million to reimburse 
the Corporation for its investment in commodities and “all costs incurred by the 
corporation in making funds available to finance the exportation of surplus 
agricultural commodities pursuant to this title.’ Section 104 authorizes the 
President to make agreements with friendly nations for the use abroad of the 
foreign currency acquired under the sales program for one or more of the pur- 
poses specified in the section. Section 105 provides that foreign currency received 
under the provisions of title I shall be deposited in a special account to the credit 
of the United States. 

Regulations for the administration of the program have not yet been issued. 
However, it is my understanding that under the regulations to be issued surplus 
sales, whether from Commodity Credit Corporation or privately owned stocks, 
will be made through private suppliers in accordance with the statutory directive 
to use private trade channels to the maximum practicable extent in the effectua- 
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tion of this program. It is my further understanding that the proposed regula- 
tions will provide, in substance, that the Commodity Credit Corporation will 
issue letters of commitment, as authorized by section 102 (b), to domestic banks 
in favor of approved foreign importers; private suppliers will be paid dollars by 
such banks upon presentation of appropriate export documents; the foreign im- 
porter will deposit the sales price in foreign currency in a special account to the 
credit of the United States abroad as provided in section 105 when the exported 
commodities are delivered; and upon completion of the transaction the Corpora- 
tion will reimburse the domestic banks in dollars for payments made against the 
letters of commitment issued by the Corporation. 

The precise question is whether within the meaning of Public Law 664 the 
United States guarantees the convertibility of foreign currencies in connection 
With the sale of surplus agricultural commodities pursuant to title I of Public 
Law 480 and the regulations to be issued thereunder. 

It would seem reasonably plain that in financing the execution of the title I 
program, as authorized by section 102 of Public Law 480, through private sup- 
pliers, the United States undertakes to make dollars available to private sup- 
pliers in an amount equivalent to the agreed value of foreign currencies paid for 
surplus agricultural commodities. It also seems plain that such dollar financing 
is vital and integral to the statutory scheme, since no one could reasonably expect 
that private suppliers would sell surplus commodities either from their own 
stocks or those acquired from the Government for foreign currencies paid to the 
Government, as provided by the statute, absent this assurance of receipt of the 
dollar equivalent. It is my opinion that the Congress intended the so-called 
50-50 preference of Public Law 664 to apply to programs so financed, and that the 
phrase “guarantee the convertibility of foreign currencies,” reasonably con- 
strued in context, expresses that intention. A number of considerations impel 
me to that conclusion. 

In cognate statutes, the Congress has expressly provided a similar preference. 
Section 106 of the Mutual Security Appropriations Act, 1954 (Public Law 218, 
83d Cong., approved August 7, 1953), carried such preference provision. It is 
my understanding that the preference was administratively applied to surplus 
agricultural commodities sold for foreign currencies with dollar financing 
under section 550 of the Mutual Security Act of 1951, as added by Public Law 
118, 83d Congress, approved July 16, 1953. It may be observed in this connec- 
tion that the title I Public Law 480 program under consideration stems directly 
from the earlier section 550 program enacted by the same Congress. The Senate 
report on S. 2475, which, after amendment, became Public Law 480, states: 

“The bill would authorize the President (1) to sell surplus agricultural 
commodities for foreign currencies, and (2) to convert into dollars foreign 
currencies acquired by private exporters of such commodities. These opera- 
tions would be carried out in accordance with the provisions of section: 550 
(b), (ec), (d), and (e) of the Mutual Security Act of 1951, as added by Public 
Law 118, 83d Congress, 1st session (set out herein as Exhibit B); and local 
currencies acquired under section 3 (a) and (b) would be transferred to the 
President for use as provided in section 550 (b), (c), (d), and (e)” (S. Rept. 
No. 642, 83d Cong., 1st sess., p. 1). 

Moreover, in section 106 of the Mutual Security Appropriations Act, 1955 
(Public Law 778, 83d Cong., approved September 3, 1954), the same express 
provision included in the previous year’s appropriation act was made applicable 
to expenditures during the fiscal year 1955 under the Mutual Security Act of 
1954 (Public Law 665, 83d Cong., approved August 26, 1954), including expendi- 
tures authorized under section 402 of that act “to finance the export and sale 
for foreign currencies of surplus agricultural commodities or products trans- 
ferred pursuant to the Agricultural Trade Adjustment and Assistance Act of 
1954, and in accordance with the standards as to pricing and the use of private 
trade channels expressed in section 101 of said Act.” 

In the face of this unequivocal course of legislative action, it would in my 
judgment require the clearest kind of showing in order to impute to the Congress 
an intent to exclude the title I Public Law 480 program, as applied, from the 
reach of the general, permanent, preference embodied in Public Law 664. Such 
showing is not present here. On the contrary, it was patently the basic purpose 
of Public Law 664 to codify and broaden existing preferences, not to derogate 
from them. 

The whole tenor of the legislative history of Public Law 664 tends to support 
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that view. The Senate report on 8. 3233, which became Public Law 664, describes 
the policy of the bill as follows: 
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“The basic policy the bill thus would incorporate into permanent legislation 
has been proclaimed by the Congress in the Merchant Marine Acts of 1920, 1928, 
and 1936, and in the Merchant Ship Sales Act of 1946. The principle of ‘at leasi 
50 percent’ is more specifically laid down in the various foreign economic and 
military provisions of recent years, as follows: 

“1. Economic Cooperation Act of 1948, and the ECA Amendments, 1949 
(Public Law 47, Sist Cong.). 

“2. Korean Aid Act (Public Law 447, 81st Cong.). 

“3. Yugoslavia Emergency Relief Assistance Act of 1950 (Public Law 897, 
81st Cong.). 

“4. India Emergency Food Aid Act of 1951 (Public Law 48, 82d Cong.). 

“5. Mutual Defense Assistance Act (Public Law 329, Slist Cong.). 

“6. Mutual Security Act of 1951 (Public Law 165, 82d Cong.). 

“7, Pakistan wheat bill (Public Law 77, 88d Cong.).”? 

The same report summarizes the inteiuded coverage of the bill as follows: 

“The committee is convinced that the bill S. 3233, as reported, is desirable 
as a codification and extension of present provisions in the several foreign eco- 
nomie and military-aid statutes in that 

“(a) It lays down a permanent, uniform policy for all current and future aid 
programs ; 

“(6) It plugs existing loopholes, particularly with respect to offshore purchas 
ing, and programs financed in any way by Federal funds; 

“(c) It eliminates the f. o. b. (shipside delivery) and ¢. a. f. (cargo and freight) 
procedures by which a high percentage of exports from this country, and off 
shore purchases contracted for, financed, or furnished by the United States, 
have been routed in foreign vessels in violation of the spirit if not the letter 
of existing cargo-preference legislation. 

“We believe there is no substance to the objection raised by the representative 
of the Foreign Operations Administration against the convertibility of foreign 
currency provision. The bill does not relate in any way to convertibility of 
United States investments abroad. It applies only to cargoes furnished to 
foreign nations where our Government agrees to pay the dollar equivalent of 
the cost of the cargoes, and where there is governmental transfer of American 
commedities in exchange for local foreign currencies, which is now outside 
the provisions of existing foreign aid legislation.” ° 

The House report on S. 3233 is to substantially the same effect as follows: 

“The bill applies in four kinds of situations: (1) Where the United States 
procures, contracts, or. otherwise obtains for its own account equipment, mate- 
rials, or commodities; (2) furnishes equipment, materials, or commodities to or 
for the account of any foreign nation without provision for reimbursement: (3) 
advances funds or credits; or (4) guarantees the convertibility of foreign cur- 
rencies in connection with the furnishing of such equipment, materials, or com- 
modities. It has no application to purely commercial transactions where a 
broker or exporter sells to a firm abroad without the participation of the United 
States Government.” * 

Thus, it would seem that the two committees of the Congress which handled 
the bill have quite clearly said that where dollar financing by the Government is 
an integral part of the program, as here, the preference provided is intended to 
apply. 

The “guarantee” language used in the statute is reasonably susceptible of a 
construction which gives effect to the manifest legislative purpose. One of the 
conventional usages of the verb “to guarantee” is to undertake to do something— 
in this instance, to make available in dollars to private suppliers the equivalent 
of foreign currencies paid for commodities under the title I Public Law 480 
program. Another more technical, dictionary, definition of “guarantee” requires 
the existence of a primary obligor, whose obligation is guaranteed, a situation 
apparently contemplated in the investment guaranty program authorized under 
other foreign economic legislation but not present here. I cannot adopt the view, 
however, that the Congress intended the meaning of “guarantee” in this context 
to be so circumscribed, when another broader, conventional meaning is more 
consonant with the plain statutory purpose. For similar reasons the courts have 
declined to “make a fortress out of the dictionary” and have “consistently refused 
to pervert the process of interpretation by mechanically applying definitions in 





1§. Rept. No. 1584, 83d Cong., 2d sess., pp. 1-2. 
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unintended contexts” (Farmers Reservoir & Irrigation Co. v. McComb, 337 U. S. 
755, 764). Nor do I believe that because in accordance with the provisions of 
sections 104 and 105 only the Government uses and receives the foreign currencies 
paid for commodities sold, there is no conversion of such foreign currencies within 
the contemplation of Public Law 664. Toso regard it would be to make the form 
rather than the susbtance of the transaction the test of statutory coverage in 
derogation of the plain statutory purpose. As I have heretofore pointed out, 
the dollar finance authorization of Public Law 480 is integral to the statutory 
scheme, and I entertain little doubt, therefore, that the Congress intended such 
a transaction to be regarded as a conversion within the meaning of the words used 
in Public Law 664 whether the Government pays the dollar equivalent to a private 
supplier with or without passing the foreign currency paid through his hands. 

In sum, while the applicability of the 50 percent preference to the title I Public 
Lay’ 480 program, as administered, seems beyond cavil fully consistent with 
the purpose of Public Law 664, it is by no means clear that it is inconsistent with 
the declared foreign trade development policy of Public Law 480. This seems 
30, because under the program, as it is to be applied, such preference would result 
in no dollar drain on the dollar reserves of importing nations for transportation 
costs in American bottoms, since such dollar costs will be paid by the United 
States. However, even if it were to be regarded in any degree inconsistent, my 
conclusion would not be altered by reason of the fact that, as hereinabove dis- 
cussed, the Congress has already provided for the applicability of such preference 
to programs comparable in purpose, operation, and dollar finance. 

It is my opinion, therefore, that if the title I Public Law 480 program is ad- 
ministered, as envisaged, the United States under that law guarantees the 
convertibility of foreign currencies in connection with the furnishing of commodi- 
ties within the meaning of Public Law 664. Accordingly, the preference provided 
must be given effect. 


Respectfully, 
Attorney General. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, February 17, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your letter of February 11, 1955, 
requesting the views of the General Accounting Office as to the proper construc- 
tion of the phrase “fair and reasonable rates” as used in Public Law 664, 83d 
Congress (68 Stat. 832). 

Public Law 664, 838d Congress, is commonly known as the 50-50 Act, and 
provides basically that 50 percent of certain Government cargoes shall be carried 
in United States-flag vessels ‘‘to the extent such vessels are available at fair 
and reasonable rates for United States-flag commercial vessels.” 

You state that two interpretations of the term “fair and reasonable rates” 
have been suggested. One view is that a rate may be considered unfair and un- 
reasonable when it exceeds the going market rate. The other view is that a fair 
and reasonable rate is one which will return to the United States-flag operator 
a fair profit in addition to his operating costs. 

It may be noted at the outset that only rates “for United States-flag commercial 
vessels” are to be considered in determining a fair and reasonable rate, so that 
foreign-flag rates do not enter into the determination. It should also be noted 
that the statute has the effect of imposing a ceiling on United States-flag rates 
which permits the use of lower cost foreign-flag vessels whenever United States- 
flag rates exceed “fair and reasonable rates.” 

The going market rates for United States-flag vessels or for vessels of any 
flag are based primarily upon the law of supply and demand and may or may 
not be “fair and reasonable” depending upon the relation of tonnage to cargoes. 
The legislative history of Public Law 664 shows clear recognition of the distin- 
tion between a “market” rate and a “fair and reasonable” rate. The bill S. 3233 
(which became Public Law 664) as reported out by Senator Butler of the Senate 
Committee on Interstate and Foreign Commerce on June 11, 1954, required 50 
percent use of United States-flag vessels to the extent such vessels were available 
“at market rates for United States-flag commercial vessels.” The bill was dis- 
cussed on the floor of the Senate on June 15, 1954, and Senator Hendrickson com- 
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mented on the change from “fair and reasonable” rates in the original bill to 
“market” rates. Senator Hendrickson asked Senator Butler specifically whether 
the market rate formula would not be very costly to the taxpayers, as com- 
pared to the fair and reasonable rate (Congressional Record, p. 7784). Senator 
Butler agreed to the possibility thereof and asked the Senate to eliminate the 
“market” rate and restore the original “fair and reasonable” rate, which was 
done (Congressional Record, pp. 7796, 7808). 

In view of the specific language of the statute and of its legislative history, 
it is our view that the term “fair and reasonable rates” as used in Public Law 664 
should not be construed to mean the going market rates as such for the United 
States-flag commercial vessels. Going market rates may be higher or lower than 
“fair and reasonable rates” and may, of course, be accepted when jewer. It is 
not within our province to attempt to set forth criteria for determining “fair 
and reasonable rates” for United States-flag commercial vessels. -In:the ordi- 
nary sense of the words used, they would appear to call for reasonable compen- 
sation to the operator, including a fair profit. However, it seems apparent that 
the statute contemplates average “fair and reasonable rates,’ which may or may 
not be profitable, or even compensatory, to a high-cost operator. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
February 7, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


DEAR MR. CHAIRMAN: During my absence from Washington, Deputy Admin- 
istrator Ford wrote you on December 17 and on December 21 concerning the 
then existing situation respecting transfers to foreign ownership and/or registry 
of Liberty-type dry-cargo vessels. In the second of those letters he told you 
that there remained pending on December 17 sixteen applications for such 
transfers which were in various stages of investigation and development, and 
that it was our intention to carry each of them to a conclusion on its individual 
merits. 

This is.to let you know that we have finally closed the books on these trans- 
actions, having granted approval on 12 of the then pending group and declined 
the remaining 4. Accordingly, the total number of transfers granted since August 
16, 1954, on this type of vessel is 69, and we are not accepting any more applica- 
tions of this kind. 

Sincerely yours, 
Louis S. RoTHscHILp, 
Maritime Administrator. 


CONFERENCE OF AMERICAN MARITIME UNIONS, 
Washington, D. C., February 8, 1955. 
Hon. HERBERT BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN BonNeErR: During calendar year 1954 there were 134 pri- 
vately owned seagoing United States-flag merchant ships of 1,000 gross tons and 
over transferred to foreign flags. Of these 134 transferred ships, 127 were trans- 
ferred to the runaway flags of Liberia, Panama, and Honduras. 

The easy transfer foreign policy of the Maritime Administration was estab- 
lishe! on August 16, 1954. By the end of that year approximately one-half of 
the so-called tramp fleet was transferred from the American flag to the runaway 
flags. These transferred ships were not even restricted from sailing to and from 
United States ports in direct competition with the American merchant marine 
in our trades. 

During the early months of this year, the Foreign Operations Administration 
asked for bids to carry coal cargoes to our allies overseas. The Director of 
Transportation of the Foreign Operations Administration received bids from the 
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United States tramps which he considered too high. Later no American tramps 
bid for FOA cargoes. Instend, bils were received for the tramp ships which 
had been transferred to the runaway flags. Moreover, these bids were only 
slightly lower than the bids which the American tramps had been submitting 
earlier. 

We are hopeful that your committee will investigate the Administration’s 
transfer foreign policy. Perhaps you will be able to determine what is wrong 
with the Administration of the Merchant Marine Act of 1986 which permits the 
wholesale transfer of our ships to the runaway flags. 

Sincerely yours, 
Hoyt 8S. Happocr. 


DEPARTMFNYT OF COMMERCE, 
MARITIME ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., February 8, 1955. 
Hon. Herserr C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. Bonner: Acknowledgment is made of your letter of January 31, 
1955, in which you request a full report of the facts connected with a story in 
the press that the 50-percent requirement of Public Law 664, 838d Congress, is 
causing a bottleneck in the administration’s program for selling farm surpluses 
overseas, 

We also acknowledge your further letter of February 3, 1955, in which, 
following exploration by counsel for your committee, you ask that the Maritime 
Administration determine rates beyond which it will be legally possible for 
the Department of Agriculture, within the intent and purpose of Public Law 664, 
to approve arrangements with foreign-flag vessels for shipment of grain from 
United States gulf ports to Yugoslavia. 

We are presently engaged in the calculation of rates to Yugoslavia as required 
in your letter, also to other program areas of immediate interest to Agriculture. 

While responsibility for compliance with Public Law 664 rests primarily with 
each administering agency, the Maritime Administration also has an interest 
in the policies and performance of the other agencies of the Government 
under the act in view of our functions relating to the merchant marine and 
the fact that Public Law 664 is an amendment to the Merchant Marine Act of 
1936. We have in recent months communicated in that sense with the several 
agencies of Government involved with shipping programs, indicating our willing- 
ness to provide any required information or advice. In these exchanges and 
the ensuing staff discussions, it has also been arranged that those agencies will 
provide us with quarterly reports of their shipments with flag distribution. I 
attach as of possible interest a copy of draft circular confirming our under- 
standing of the uniform basis upon which reports will be made. 

Concurrently, during the closing months of 1954, the tramp-freight market has 
shown improved activity due to increased demands for tonnage in the foreign 
trade. Rates have strengthened considerably, although maintaining until re- 
cently levels somewhat below the rates issued by the National Shipping Authority 
in 1951. There has been a corresponding reduction in the number of idle or 
laid-nup vessels. Tn this situation we have given consideration to the prospective 
availability of vessels to meet the requirements of United States programs. To 
date we are not aware of any case where United States vessels have not been 
obtainable. 

Concern of Agriculture as to the future was not reported to the Maritime 
Administration, but we now understaid it is feared that during the balance of 
their programs United States vessels may not be available, or difficulties may 
arise in determining whether the terms offered are fair and reasonable. A 
number of vessels have lately offered at rates in excess of NSA; recent charters 
have been concluded on terms approaching NSA level: and two fixtures in the 
Turkish program were approved February 2 and 3 at NSA rates (although the 
other charter terms may not be on a parity with NSA conditions). We appre- 
ciate that it may facilitate determinations at Agriculture if we provide rate 
information to be used as a guide or criterion in these circumstances. 

If United States vessels are fully employed, or their owners are not interested 
in employment at fair and reasonable rates, the use of foreign-flag vessels to 
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expedite the exportation of surplus agricultural products in numbers exceeding 
the 50-percent level stipulated by the Congress in Public Law 664 is not only 
justified but entirely permissible under the act. So far as is known, foreign- 
flag vessels are available if required in the above circumstances. Public Law 
664 is helpful to the merchant marine, and it is the aim of the Maritime Admin- 
istration to facilitate its application in line with the intent of Congress also 
to forestall any unjustified implications that it is detrimental to other United 
States interests. 

In joint discussion with your counsel and with representatives of Agriculture, 
the question was raised whether the rates published by the National Shipping 
Authority, mostly in 1951, are fair and reasonable for the purpose of Public 
Law 664. In view of the appreciable increases in certain phases of vessel-oper- 
ating cost, particularly wages and related fringe benefits, it is the view of the 
Maritime Administration that some adjustment to reflect these changes is 
equitable. The results of present studies will be reported promptly. 

Memorandum giving further data on the shipping arrangements of Agricul- 
ture, together with staff analysis and comments, is attached hereto. 

In line with the request of counsel for your committee, copy of this letter 
is being forwarded to the Department of Agriculture, attention Transportation 
and Warehousing Division, Commodity Stabilization Service. 

Sincerely yours, 
Louis S. ROTHSCHILD, 
Maritime Administrator. 


FEBRUARY 7, 1955. 


MEMORANDUM IN CONNECTION WITH THE SHIPPING ARRANGEMENTS OF THE 
AGRICULTURE PROGRAMS TO YUGOSLAVIA AND TURKEY 


From data given by a representative of Agriculture over the phone about 
closing time on Friday, February 4, our staff arrive at the following estimate 
of the status of the shipping arrangements: 


| Yugoslav program Turkish program 


| 





Ships | Long tons Ships | Long tons 

iE te te Nee bce te ‘ , fs hcseaecicns bemapeeeinemion 

Foreign-flag charter fixtures 11 | 103, 200 | 3 | 25, 300 

United States-flag charter fixtures 10 97, 700 4 | 37, 550 
United States-flag liner bookings 6 | 23. 000 | 

Total fixed____- 223, 900 : 62, 850 

Total program. -- 418, 283 |_- 191, 918 


Note.— Metric ton of 1,000 kilos equals 2,204.6 pounds. Long ton is 2,240 pounds. 
These figures are approximate, based on quantities specified in charters which are subject to a tolerance 
of 5 percent more or less. 


In the Yugoslav program, the amount yet to be fixed on United States-char- 
tered vessels to maintain 50 percent participation is the difference between 
$7,700 tons and one-half of the total charter movement. If there should be no 
further liner bookings, the United States-flag charter requirement would be ap- 
proximately 100,000 tons, which means chartering 10 or 11 vessels. 

If all the Turkish program moves by chartered vessels, as has applied thus 
far, the amount yet to be chartered on United States vessels is the difference 
between 37,550 tons and one-half of 191,918 tons, namely, 58,409 tons. This means 
chartering 6 vessels, possibly 7. 

Krom the above it appears that from 16 to 18 full cargoes must be chartered 
to maintain 50-percent United States-flag participation in that portion of the 
movement. It is noted that very little of this program has moved by liners, 
whereas it is normal for berth liners to carry a substantial portion of bulk 
grain exports. Thus far ouly 23,000 has moved by liners. 

Several United States-flag liner companies advise us that they have offered 
space in February and March for parcels of 2,000 to 4,000 tons. This might offer 
a means for improving the overall United States-flag participation and at the 
same time expediting the export movements. For each 19,000 tons of movement 
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by liners, United States or foreign, the quota by chartered vessels is correspond- 
ingly reduced, and the United States-flag portion of the charter quota is reduced 
balf that amount, or 9,500 tons, the capacity of one Liberty ship. We under- 
stand that Agriculture is not directly engaged in these shipping arrangements 
as applies in some other programs, but is in the position of approving or dis- 
approving the acts of the purchasing missions. We suggest that Agriculture 
give such attention as is appropriate to the available liner facilities. 

It has been stated that the purchasing missions desire prompt shipment with 
February loading. It is assumed in this connection that every effort will be 
made to obtain shipping space as early as possible, to extend the period of load- 
ing over several months wherever conditions in the receiving areas permit, also 
to charter vessels for consecutive voyages whenever practicable. By such means 
the procuring of ocean shiping space may be considerably eased. 

Data obtained from Agriculture confirm that increases in rates have occurred 
since they began fixing vessels in the two Yugoslav programs. First program 
fixtures were approved in the period January 7 to 14, second program fixtures 
from January 18 to the present time. As between the two programs, foreign-flag 
fixtures from the gulf increased an average of $1.40 per ton; United States-flag 
increased an average of $1.09 per ton on gulf business and increased an average 
of $0.65 per ton on North Atlantic business. Last three United States-flag 
lixtures in the closing days of January were $0.50, $0.50, and $0.20, respectively, 
below NSA rates. In the Turkish program two fixtures were made early in 
February at NSA rates. The differential between United States-flag and foreign- 
flag fixtures in most cases is a matter of $2.34 to $2.86 per ton. Liner berth 
parcel rates have thus far been at a level between the United States and foreign 
charter rates. 








DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 


WASHINGTON 25, D. C. 


Section 901 (b), MERCHANT MARINE Act, 1936 (PuBLIc Law 664, 83p Cona., 
APPROVED AUG 26, 1954) 


REPORTS TO THE MARITIME ADMINISTRATION FROM OTHER GOVERNMENT AGENCIES 
SHOWING PARTICIPATION OF PRIVATELY OWNED UNITED STATES-FLAG COMMERCIAL 
VESSELS IN GOVERN MENT-FINANCED CARGOES 


Reports embracing all shipments on ocean vessels which are subject to the act 
should be provided in the following manner to establish uniformity : 

Categories of cargoes.—Shipments by dry bulk carriers (tramps), dry cargo 
liners, and tankers to be shown separately. Definitions of these categories estab- 
lished by ECA in 1948 in collaboration with the Maritime Commission for sta- 
tistical purposes are attached hereto. Reports to be furnished every 3 months 
covering quarterly periods, with separate classifications for outward, inward, 
and cross-trade shipments. 

Geographic areas.—Breakdown should be made by countries when possible. 
If not feasible, the Maritime Administration will be pleased to provide any infor- 
mation that would assist in establishing larger geographic areas based on trade 
routes or ports served by United States-flag carriers. 

The United States as a whole, including Atlantic, Gulf, and Pacific coasts, also 
Territories and possessions, is considered one area when dealing with foreign 
trade. When movements in the domestic trades are reported, breakdown by 
coastal districts and by possessions, such as Alaska, Hawaii, Puerto Rico, is 
desirable. 

Gross tonnage.—Long tons of 2,240 pounds. Where weight is not available, 
and measurement or other unit is reported, inclusion of the actual or estimated 
conversion factor and estimated weight in long tons will be helpful in consolidat- 
ing all reports. 

Categories of vessels as to flag or ownership.—Reports should show movements 
to/from each area (country) in three flag or ownership groups: 

(1) privately owned United States-flag commercial 

(2) United States Government 

(3) foreign flag 
In some. trades group (2) may not apply, whereas in domestic trades group (3) 
does not apply. 
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In discussion with other agencies note was taken that private owners some 
times augment their services with Government-owned vessels under temporary 
bareboat charter arrangements; that in the sailing schedule adjustments such 
vessels are often interchanged with privately owned vessels. For the purpose 
of this reporting to the Maritime Administration, shipments on vessels bareboat 
chartered from the Maritime Administration may be included under group (1). 
Shipments on Government-owned vessels operated for Government account should 
be reported under group (2). 

The Maritime Administration will be pleased to provide information to other 
agencies as to availability of United States vessels or other features arising in 
connection with the above. 

Reports should be addressed: Director, Office of National Shipping Authority, 
Maritime Administration, Washington 25, D. C. 

JANURARY 28, 1955. 





DEFINITIONS FOR CLASSIFICATION FOR STATISTICAL PURPOSES 


Dry-bulk carriers are irregularly scheduled vessels commonly referred to as 
“tramps.” They go where full cargoes offer. Rates are negotiated by charter 
arrangements covering the movement of a specific commodity, a specific quantity, 
at a specific time from specific port or ports to specific destination port or ports. 
Cargoes financed by FOA eligible for movement in this classification are grains, 
coal, fertilizers, lumber, pitch, salt, sugar, ete. 

Dry-cargo liners: Liner cargo is cargo carried on vessels more or less regularly 
scheduled in specific trade routes. Any cargo can be shipped in this service, in- 
cluding part cargoes (parcels) of such bulk items as grain, coal, etc.; however, 
normal practice usually limits such bulk shipments on liners to parcels not ex- 
ceeding 4,500 tons. Petroleum, vegetable oils. and similar bulk liquids carried 
in deep tanks of dry-cargo liner vessels are classified as liner cargoes. 

Tankers generally carry full cargoes of a single bulk liquid commodity such as 
crude oil, specialty crude oils (such as bunkers), gasoline, kerosene, vegetable 
oils, and molasses. Some tankers are equipped by compartmentation to carry 
various combinations of the above in separate compartments. 





House or REPRESENTATIVES, 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
March 2, 1955. 
Capt. WALTER C. FoRp, 
Deputy Administrator, Maritime Administration, 
Washington 25, D. C. 


Deak CAPTAIN Fokp: In the course of the recent hearings before the Conpmittee 
on Merchant Marine and Fisheries on the subject of foreign-flag transfers of 
Liberty ships, no reference was made to the so-called letters of intent that were 
utilized as part of these transactions. It is my understanding that, as a part 
of the application submitted by the prospective transferor, there was an agree 
ment that another ship of the type to be transferred would be kept indefinitely 
under the American flag. Where the applicant was the owner of but a single ship, 
he was required to obtain from another owner a letter to the effect that the 
latter would not seek transfer of his ship. I am informed that considerable sums 
of money were involved in obtaining of these letters. 

Will you furnish for our record the entire history of these transactions, and 
such other pertinent information as may be required to complete our record. 

Sincerely, 
HEBRERT C. BONNER, Chairman. 


DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington 25, D. C., March 15, 1955. 
Hon. Hersertr C. BONNER, 
Chairman, House Committce on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CHAIRMAN: We acknowledge your letter of March 2 relating to the 
recent hearings before your committee on the subject of foreign-flag transfers of 
Liberty ships, in connection with which you mention the lack of reference at 
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that time to the letters of intent or commitments made by certain owners of 
such vessels to retain their ships under American registry. 

So that you will have a more complete knowledge as to the consideration given 
this problem before the decision was taken to permit transfers of Liberty dry- 
cargo ships, and will also be fully acquainted with the conditions imposed under 
that policy decision, we attach copy of memorandum dated August 13 from Mari- 
time Administrator Rothschild to the Director of our Office of National Shipping 
Authority, and which was actually signed, as is indicated thereon, on August 16, 
1954. With particular reference to the point made in your letter about the 
so-called letters of intent, we call attention particularly to paragraphs 2 and 3 
on page 2 of that memorandum, which it is believed will make clear to you the 
reasoning which motivated the condition that only 1 ship would be allowed to 
transfer for each ship committed for retention under American flag, and which 
caused the requirement for submission of such letters of commitment. Inciden- 
tally, a copy of this same policy memorandum was transmitted to Hon. Thor C. 
Tollefson, then acting chairman of the House Committee on Merchant Marine 
and Fisheries, with Mr. Rothschild’s letter of August 19, 1954. 

During the course of the hearings before your committee on this subject, 
Maritime Administrator Rothschild referred in general to the commitments 
made for retention of Liberty dry-cargo vessels under American flag in numbers 
equal to those permitted to transfer, and furnished for the record a bound volume 
of information, data, and charts on the subject captioned “Review of Vessel 
Transfer Activities.” Table 12 of that exhibit is a list of all such vessels au- 
thorized for transfer during the period from July 1 until December 31, 1954, and 
shows additionally the name and owner of each vessel committed for retention 
under American flag. 

As is indicated by the language used in those paragraphs of the Maritime 
Administrator’s memorandum of August 13 to which attention is directed in 
the above remarks, it was not believed to be necessary or advisable to concern 
ourselves with the private arrangements made as between owners of vessels for 
which transfers were being sought and owners willing to retain their vessels 
under American registry, and accordingly did not seek nor do we have specific 
knowledge of the details of such arrangements in connection with these transfer 
activities. However, we are of course aware of the fact that a number of owners 
of vessels committed for retention under American flag did request and receive, 
from unaffiliated owners of vessels transferred, sums of money in varying 
amounts as compensation for the submission of such letters of commitment. As 
to subsidiary or affiliated companies jointly involved in these transfers and reten- 
tion commitments, it is assumed that no such payments were made. 

We have made a search of our records as to all owners of the 69 Liberty 
vessels transferred under the August 16 authorization and the owners of the 69 
vessels committed for retention, in order to determine which of the companies 
jointly concerned with each of these transactions were nonaffiliated companies 
and might accordingly he presumed to have agreed upon monetary considerations 
for the submission of letters of commitment. There are 18 such cases, and we 
attach a list showing the names of the vessels transferred and their owners, 
with names of the vessels committed for retention in each case and the names of 
their owners. 

It is hoped that the information given in this letter and in the attached state- 
ment will he adequate for your purposes, but if anything further is needed from 
us, please do not hesitate to so advise. 

Sincerely yours, 
WALTER C. Forp, 
Deputy Maritime Administrator. 


TRANSFER PoLtIcy on Linerty Dry-Carco VESSELS 


DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
DIRECTOR, OFFICE OF NATIONAL SHIPPING 
AUTHORITY AND GOVERNMENT AID, 
August 13, 1954. 
Mr. Upton and I have read and considered your memorandum of July 27 
regarding a transfer policy on Liberty dry-cargo vessels. We feel that according 
to information given us orally and in writing by many owners of Liberty dry- 
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‘argo vessels, the very ownership of such a vessel almost in itself constitutes 
a hardship today since there is very evidently insufficient employment for the 
number of vessels in the so-called tramp fleet. 

We have been told by Liberty vessel owners and representatives of the Amer- 
ican Tramp Ship Owners’ Association, Inc., that employment exists for only 
about one-half the present fleet and that the existence of a fleet twice the neces- 
sary size in itself constitutes a depressant on the total market at the present 
time. 

The report, Traffic Conditions Affecting United States-flag Shipping in Foreign 
Commerce issued by the Traffic Branch of your office under date of August 9, 1954, 
fortifies our views. That report indicates that as of August 1, 1954, there were 
140 United States-flag dry-cargo vessels in lay-up statute. In respect to Liberty- 
type vessels, the report states: 

“Liberty-types.—89 vessels owned by 63 companies were idle, representing 
slightly over 39 percent of the total number of this type under the American- 
flag. 43 of these vessels have been idle for periods in excess of four months. Of 
the remaining 49 vessels, 7 are idle due to strikes and 11 of the EC2-S-AW1 
type are idle due to the lack of demand for their use in the coastwise coal trade.” 

We understand that there are approximately 130 Liberty-type United States- 
flag dry-cargo vessels which may be classed as being in the tramping trades. 
Other dry-cargo Libertys are utilized in the domestic trades and some are used 
in berth services. To the extent that dry-cargo Libertys cannot be utilized in 
the protected domestic trades or cannot be used in semiprotected berth service 
operations, their employment prospects on a profitable basis in competition with 
foreign-flag tramp vessels in remote. 

It would, therefore, seem to us that in the interest of promoting a sound and 
profitable American merchant marine, we should look with favor at this time on 
the transfer foreign of about 60 Liberty dry-cargo vessels. We agree with your 
recommendation that no specific closing date be named and are contemplating 
no such action. We also agree that the maximum number of transfers not be 
fixed but that the number be left flexible. There remains, therefore, the ques- 
tion, Which vessels shall be designated eligible for transfer? 

Since we want to be eminently fair and just in the consideration of these 
cases, and since the applications will contain so many variable factors, it does 
not seem right that the Administration should be the final word as to which 
vessels should be transferred. We shall, accordingly, for the present, proceed 
with our informally enunciated plan to consider transfers on the basis of 1 
transfer for each 2 vessels. It may develop that this suggestion of 1 for 2 may 
work an undue hardship in some instances. If such situation occurs, we may 
later consider giving special consideration to those cases. 

When we say “1 transfer for each 2 vessels” we have in mind either a situa- 
tion where a single owner owns 2 Libertys, in which event, we will favorably 
consider granting foreign transfer to 1 of the 2. If that owner owns 4 vessels, 
then we will favorably consider granting foreign transfer to 2 of the 4. This 
same principle will apply to situations where the owner owns an odd number 
of vessels. In this latter situation, if that owner will join with another single 
ship-owner, we will favorably consider approving 1 of the 2 vessels for foreign 
transfer. If 1 owner owns 3 vessels, then by joining with another owner who 
owns 1 vessel, the 2 owners together would be favorably considered for foreign 
transfer of 2 vessels. When we say 2 owners who each own an odd number of 
vessels should “join” forces, we are not concerned with the details or methods 
they use. For our purposes, we are not concerned with purchases, mergers, or 
other working agreements between the various owners in these situations. The 
only things that interest us are (a) that a single owner who owns an even num- 
ber of vessels asks only for 1 foreign transfer to match each vessel to be retained 
under United States flag and (0) as to owners who each own an odd number of 
vessels, that 2 or more such owners jointly request only 1 foreign transfer to 
match each vessel to be retained under United States flag. To accomplish these 
results, we believe it desirable that the owners whose vessel is to be retained 
under United States flag should withdraw is request for foreign transfer as to 
that vessel concurrently with favorable action on foreign transfer being taken by 
the Administrator in respect of the paired vessel. 

Consideration was given to the desirability of requiring the payment in 
advance of the final installment due on the mortgage in favor of the United 
States of America on the vessel to be retained under United States flag. It was 
concluded to be undesirable to insist on such condition. These transfers are 
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being approved on the principle that granting some transfers will improve the 
competitive position of the reminder. At the present time, most of the cramps 
are in financial straits. Such being the case, a mortgage payment requirement 
might defeat the purposes of this entire plan by preventing many transfers, 
which otherwise would be approved. Nevertheless, if the retained vessel is 
subject to a mortgage to the United States and such mortgage is in default, no 
approval will be granted to an applicant unless such defaults are removed on 
all vessels of applicant(s). 

It is our further view that no transfers be granted except under the following 
conditions: 

1. Any mortgage indebtedness owing to the Government on the transferred 
vessel shall be satisfied prior to transfer being effected. 

2. Title to the transferred vessel is to be in a “citizen of the United States” or 
in a foreign corporation the “controlling interest” of which is owned by a “citi- 
zen of the United States.” The terms “citizen of United States” and “controlling 
interest” as used herein shall have the same meaning as that contained in the 
Shipping Act, 1916, as amended. 

3. The transferor and transferee, jointly and severally, agree for and on behalf 
of themselves, their successors and assigns, in form satisfactory to the general 
counsel and the Maritime Administrator, if said vessel is transferred to said 
transferee, that for the duration of the national emergency as proclaimed by the 
President on December 16, 1950— 

(a) There shall be no change in the ownership or registry of said vessel 
nor shall there be any transfer of stock interest in said corporation to per- 
sons not “citizens of the United States” without the prior approval of the 
Maritime Administration ; 

(b) Said vessel, whether owned by said transferee, or any subsequent 
transferee, shall, if requested by the United States or any qualified depart- 
ment or agency thereof, be sold or chartered to the United States on the same 
terms and conditions upon which a vessel owned by a citizen of the United 
States could be requisitioned for purchase or charter as provided in section 
902, Merchant Marine Act, 1936, as amended, unless said vessel is lost or 
scrapped ; 

(c) That the vessel shall not engage in trade prohibited to United States- 
flag vessels under Department of Commerce Transportation Orders T-1 and 
T-2 or any modification thereof, so long as they remain in force; 

(d) That in the event of any default under subparagraphs (@) and/or (b) 
and/or (c) hereof, the transferor and transferee, jointly and severally, shall 
pay to the United States Department of Commerce, Maritime Administration, 
without prejudice to any other rights which the United States may have, 
as liquidated damages and not as a penalty, the sum of $150,000, lawful money 
of the United States of America, per ship; 

(e) That a notice, in form satisfactory to the general counsel, setting 
forth the terms of the approval shall be posted and maintained in a con- 
spicuous place in the wheel house of the said vessel. 

4. This approval shall be null and void unless the sale and transfer to foreign 
ownership, registry, and flag so approved are effected within 60 days from the 
date hereof. 

5. Approvals shall be issued authorizing transfers only to Honduran, Pana- 
manian, or Liberian registry. 

Except as to special situations concerning which I have previously spoken 
to you, I suggest that the applications be processed in the order of their filing, 
except where citizenship or other complications exist, as to which applications, 
clearance of the citizenship, or other complications be cleared before the appli- 
cation is processed. 

Louis 8S. RoTHscHIL. 
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GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 14, 1955. 
Re House Report No. 80 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


Deak Mr. Bonner: With her letter of March 1, 1955, the clerk of the committee 
enclosed a copy of House Report No. 80, entitled “Administration of Cargo 
Preference Act” which was adopted by the Committee on Merchant Marine and 
Fisheries. 

In the report certain aspects of the handling of cargo subject to the Cargo 
Preference Act by civilian agencies, including FOA, GSA, and Agriculture, were 
discussed and recommendations made thereon. 

The personnel for handling ocean transportation in GSA should soon be trans- 
ferred to a new Transportation and Public Utilities Division located in the 
Federal Supply Service. The matters referred to in the report will in the future 
be handled by the Transportation and Public Utilities Division which will be 
responsible for ocean transportation as well as other transportation duties with 
which GSA is charged under Public Law 152. 

A meeting has been set up with Agriculture and FOA for March 15 to discuss 
the problems set forth in your report. At that time we shall endeavor to imple- 
ment the provisions of Public Law 152 as the report recommends. 

Following the meeting, you will receive a report from us. 

Cordially yours, 


EpmMuND F. MANsuRE, Administrator. 





AMERICAN TRAMP SHIPOWNERS ASSOCIATION, INC., 
New York, N. Y., March 7, 1955. 
lion. HERBERT BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
Old House Office Building, Washington, D. C. 


DEAR CHAIRMAN BONNER: Members of the American Tramp Shipowners 
Association have been greatly distressed by the recent report of the Merchant 
Marine and Fisheries Committee criticizing certain activities of American 
tramp shipowners in connection with the charter of vessels for carriage of 
grain to Yugoslavia and the transfer of vessels to foreign registry. Our mem- 
bers are fully aware that without the work done by you and the members of 
your committee during the past Congresses, it is questionable whether any 
American tramp flag ships could continue in operation. Because of our keen 
awareness of the debt which is owed to you and the other Members of Congress 
who fought to retain an American merchant marine, we have endeavored at 
all times, to the best of our ability, to cooperate with your committee and every 
Government agency concerned with maritime affairs. In a sincere effort for 
a better understanding of our actions, we wish to set forth below certain infor- 
mation which we believe will clarify the record and result in a reevaluation 
of our activities which are criticized in the aforesaid report. 

At the outset, may I say that I believe much of the misunderstanding arises 
from the fact that the nature of the tramp shipping business has never been 
fully explained by us to the members of the committee, who are more familiar 
with liner-type operations and liner problems. Therefore I should like to 
point out briefly several principal distinctions between the two types of ship- 
ping operations which I believe are necessary as background. The usual 
listinction made between the tramp and the liner ships is that the tramp does not 
run on fixed routes or on fixed schedules, and that tramp ships carry only 
bulk cargoes. From the standpoint of the method of setting rates, however, 
there is a far greater difference. Most liners operate in conferences of Amer- 
ican and foreign ship operating companies serving the same routes and estab- 
lish conference tariff rates which are the same for American and foreign 
vessels. Under such tariffs, an American exporter or importer can designate 
American ships without any cost or penalty. But in the case of tramp ships, 
the law does not permit American tramps to enter conferences, there are no 
tariff rates, and the rates paid by charterers of vessels depend solely on the 
laws of supply and demand in an openly competitive and constantly fluctuating 
market. Because our operating costs are several times the cost of our foreign 
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competitors, American tramp vessels cannot meet the rates of foreign tramp 
flag ships and cannot compete to obtain cargoes in the world market. Accord- 
ingly, the only market which American tramp ships have is in the bulk car- 
riage of the American portion of the 50-50 cargoes, in the chartering of vessels 
to MSTS, and in the use of an occasional vessel for charter in the domestic 
trades. One further difference between the tramp and the liner'is that under 
the Merchant Marine Act of 1936, the tramp is not eligible for operating sub- 
sidy which would place its operating costs on parity with its foreign competitors. 

Realizing the work which you and the members of your committee have 
done to permit an American tramp fleet in its present size to survive, our 
members were very much distressed by the statement that the committee could 
only conclude from the recent hearings “* * * that the tramp-ship operators 
have not been loyal to the effort that has been and is being made to assist 
them.” These specific criticisms, leveled against the American tramp. operators, 
charge that we have been playing the market on 50-50 cargoes in connection 
with the recent Yugoslavian grain shipments and that we transferred to 
foreign registry a substantial portion of the former American flag tramp 
fleet. We believe that these conclusions result from an incomplete presentation 
of the facts involved in the two situations. We also know that the inherent 
fairness of the committee members will be convinced of our good faith in 
these matters in light of the facts set forth below. 

We respectfully submit that any playing of the market which was done in 
the recent Yugoslavian grain case was not by American tramp shipowners, 
but by the Yugoslavian charterers and the Department of Agriculture. Ameri- 
can shipowners not only did not play the market, but were played by the 
Yugoslavian mission and the Department of Agriculture in what we feel to 
have been a most unfair manner. As you know, it is normal practice in 
the tramp-charter market for shippers and shipowners to negotiate the rate 
of hire upon which they ultimately agree. At the beginning of negotiations, 
the shipper usually. offers. less than he expects to pay, and.the-shipowner 
asks for charter rates higher than he expects to get. In the normal com- 
mercial practice, these rates are then negotiated and agreements made at a 
figure both parties are willing to accept. 

On several occasions in the weeks just prior to the hearings and prior to 
the letter inserted in those hearings asking for American ship offers, brokers 
for the Yugoslavian charterers asked American shipowners to make offers to 
earry this grain. Numerous American ships were offered at rates substantially 
below the schedules previously fixed by the National Shipping Authority. Ne- 
gotiations between the owners and the prospective charterers were carried 
on for some time and on many ships. In each instance, and despite. the .rates 
offered being tentatively agreed to by the charterers, the Yugoslavian mission 
never completed the charter of an American vessel. American shipowners 
were convinced, and we believe justifiably so, that the purpose of these negotia- 
tions and the failure to accept the ships clearly indicated the Yugoslavian 
mission had no intention of chartering American vessels if it could in any 
way be avoided. Accordingly, when the brokers for the Yugoslavians again 
asked for tenders, no American owner was willing to give them the option 
on his ship which such an offer would entail because of the belief that these 
negotiations, like those previously undertaken were neither serious nor sincere. 
Our owners felt then, and feel today, that the Yugoslavian mission and the 
Department of Agriculture had no sincere desire to charter American vessels. 
Had it not been for the hearings held by your committee, they probably would 
not have done so. “2 

We respectfully submit that the offers to the Yugoslavian mission’s brokers of 
a sufficient number of ships for the entire movement of the 80,000 tons of grain, 
at rates well below the old NSA rates, clearly indicate that the American tramp 
shipowners were not playing the market. As a matter of fact, it was completely 
within the hands of the charterers to accept our offers and thus make a building 
contract. All offers which we made to the Yugoslavian mission were made in 
accordance with normal commercial practice and under normal conditions, had 
there been a good faith charterer, these offers would have resulted in charter 
contracts having been made. Needless to say, our members are bewildered and 
terribly disturbed by the charge that they played the market, when the facts 
were so to the contrary and where the failure to make the charters was caused 
by the other parties to the negotiations. 
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The members of our association have also requested that we call to your 
attention the background of the transfer to tramp vessels to foreign registry, 
which background has probably not been given to the committee. We believe 
that when this background information is known to your members, the transfer 
policy will be seen to have been beneficial to the overall health of the American 
merchant fleet. We believe that it was only because of the transfer policy that 
continued survival of the American fleet over the long term is possible. More 
over, we believe that the availability of cargoes at this particular moment 
should not becloud the overall issue. 

We particularly wish to invite the committee’s attention to the fact that were 
it not for the transfer program, even today, we would still have a number of 
ships in layup, and those operating would be at break-even rates and possibly 
losing rates. At this very moment, there are not enough cargoes available for 
the employment of the 69 vessels that were transferred to foreign rezistry, nor 
are there enough cargoes available for the employment of even half this number. 
If it were not for the transfer program, the American tramp fleet would continne 
to be overtonnaged and the industry would still be in the doldrums. 

During almost all of 1954, a major portion of the American flag tramp fleet 
was in lay-up for lack of business. Equally important, that part of the American 
flag tramp fleet which was in operation rather than in lay-up was operating at 
severe financial losses. We believe that it can be said that all American flag 
tramp vessels operated at a loss during 1954. 

As previously mentioned, tramp ships are chartered by an auction system. 
In periods in which the volume of bulk cargoes to be moved is less than the 
carrying capacity of the available fleet, tramp rates decline rapidly and to very 
low levels. Each owner bids at increasingly lower rates in order to keep his 
sbip in operation rather than be required to go into lay-up with the expense and 
loss that entails. Actually, during 1954 we believe that the owners of operating 
ships were suffering greater financial losses than the »perators of ships which 
were put.into lay-up. The result of this great overtornaging of American flag 
tramp ships in relation to the available cargoes meant that many American tramp 
companies were approaching bankruptcy. Many American tramp companies 
were unable to pay their debts to their creditors or even to pay their mortgage 
interest and indebtedness to the Maritime Administration. Many of our com- 
panies had defaulted on their financial obligations to the Government and others 
because of their inability to pay. 

It was realized at that time that the entire American flag tramp fleet would 
go under unless serious efforts were taken to remove the overtonnaging of the 
market for United States flag tramps. It was believed that if the number of 
American flag tramp vessels could be reduced so as to more nearly coincide to 
the volume of cargo available to them, that this remaining group of vessels 
could continue over the long term to exist as an American flag tramp fleet 
nucleus. The fact that today the remaining American flag tramp ships are 
able to operate at a profit indicates that the transfer program’s objectives were 
sound. In the event that this balance between cargoes and American tramp 
ships remains reasonably stable, we hope to be able to retain the present tramp 
fleet as a continuing segment of the American merchant marine. 

We are wholeheartedly in agreement with the statement in the committee’s 
report that the purpose of our shipping laws are to protect American seamen 
as well as American vessel owners. Our trained seamen are an essential part 
of the overall merchant marine concept. We suggest, however, that vessels -in 
lay-up offer no jobs. Even more important, however, had the entire American 
tramp fleet been ruined by the great overtonnaging, no jobs on tramp ships in 
the future would have existed. We feel by the amputation of the transferred 
portion of our tonnage, the remaining part of our tramp fleet will be able to 
exist in a healthy condition in the years to come and can give continued em- 
ployment to our American seamen. We believe that the total number of man- 
years of work available will be far greater now than it would have been had 
the transfer program not been effected. 

May we emphasize that no great profits have accrued to our tramp ship 
owners. At the present time, we are at the height of the shipping season and 
demand for tonnage has been increased by a bulge in our relief cargoes of the 
tramp type. Rates are still below the level set by the National Shipping Au- 
thority. There is no sign of any increase above such rates; actually the oper- 
ation of the 50-50 statute assures that the rates of the American vessels will 
not go above the NSA scale. Not only are profits not unreasonable, but they 
certainly are not sufficient to wipe out the loss of the prior year. We also 
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wish to point out that the profit of American shipowners on cargoes which are 
shipped under our aid programs today is far less than the profit to owners of 
foreign flag vessels utilized to carry the foreign half of these cargoes. 

Even with the 50-50 program and after the transfer of half of our fleet, the 
American tramp operators have little assurance of future business over the long 
term or even over the intermediate term. Within the past few days, MSTS 
called for offers of American flag tonnage for charter to them. Over 50 vessels 
were offered for such charters. I understand that MSTS will charter only a 
fraction of this number. Can we imagine the condition of this market if the 
additional 69 vessels that were transferred to foreign registry were available 
for this business? The volume of cargo presently available and foreseeable for 
American flag ships is far less than that required to utilize the ships which 
were transferred. If the overtonnaging still existed, American tramp ships 
would be operating at substantial losses even today, and most of our ships 
would be in permanent lay-up because of the bankruptcy of their owning 
companies. 

We are sincerely grateful for the assistance which you and the members of 
the Merchant Marine Committee have given to us in making possible our con- 
tinued operation under the American flag. Members of our association own 
American ships because they have faith in their future. 

The writer of this letter was particularly distressed to note that his state- 
ment, “We got out of the fire and you want to put us back in again,” in reply 
to the question of whether we had considered transferring our vessels back to 
American registry, was quoted out of context. It should be noted in the follow- 
ing paragraph he stated, “I would be the first one to transfer back to the Amer- 
ican flag if there were something in the future for me to see that would indi- 
cate I have reasonable assurance of employment for that ship and that we 
would not have to run back to Maritime after this program is over. 

“Mr. Syran indicated, at least I saw it in the paper this morning, that by 
spring there is going to be a letup in this program. Then I would have to go 
back again and say, ‘Mr. Rothschild, please transfer us back again,’ and go 
through the same heartache.” 

As a further indication of the writer’s sincere interest and belief in the 
American merchant marine, at the very moment he was testifying before the 
committee, he was negotiating for the purchase of an American-flag vessel 
committed to remain under the American flag. This purchase was consuin- 
mated on February 21, 1955, days before your committee issued its report on 
the hearing. The additional investment of over one-half million dollars in an 
American-flag vessel should remove all doubts as to the writer’s sincerity and 
his belief and faith in the future of the American merchant marine. 

In conclusion, we wish to reiterate that we are most anxious to cooperate 
and do everything we possibly can to merit the efforts of the committee for 
the preservation of an American-flag tramp fleet. Above all, we wish to assure 
you that the last thing we would willfully do would be to commit any act that 
would jeopardize your faith in us. 

We sincerely believe that an examination of all the facts involved will con- 
vince the members of the committee that we have not failed in our loyalty to 
the effort which you have made in our behalf, 

Very truly yours, 


AMERICAN TRAMP SHIPOWNERS ASSOCIATION, INC. 
By James B. Stuart, President. 








